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To the Citizens of the City of New York
Members of the City Council
Members of the Financial Control Board
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i The City is not immune to these national forces. Although in the near term the
economy is holding up well, with employment still growing and tax receipts still on plan, we
must how be cautious in the outlook for next year, for both the local economy and our
expectations for revenue growth.

Fortunately, the City is in better shape going into this economic slowdown than
was the case back in 199p. The choices we have made over the last seven years to reduce
growth ip government spending, cut taxes, improve core City services, reduce dependency and
lower crime, will not only provide a foundation for economic growth long-term, but will help
the City weather economic weakness in the short-term.

■ /

I/ .
i

I
i Since emerging from the 1990-91 recession, economic growth in the U.S. has

averaged 3.8 percent a year, even accelerating in the past year to fiye percent. This year,
however, the projected increase could be as little as one percent and we are seeing a slowdown
in the growth of jobs.
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Despite all these successes, however, now is the time when we must be especially
vigilant in maintaining the City's hard won fiscal discipline. This year, our fiscal strategy of
maintaining discipline in spending has helped generate a $2.8 billion surplus. Next year, the
proposed budget actually lowers spending 2.8 percent while maintaining investments in core
services and funding a collective bargaining agreement with an historic provision for merit pay.
The budget also continues to make tax cuts a priority and lowers the cost of government for
residents and businesses by making further reductions in the personal income tax surcharge
and by continuing the reductions in the commercial rent tax which we began in 1995.

Tax cuts were an important contributor to the City's economic recovery. Our first
reduction-the hotel tax cut-was crucial in providing evidence that targeted tax reductions
can actually spur economic growth. The hotel occupancy rate, which stood at 70 percent
before the imposition of the hotel tax cut, rose to 85 percent last year and visitor spending in
the City is up over 40 percent. Today the tax burden is lower for both individuals and
businesses; tax reductions already enacted have saved New York City's residents and
businesses a cumulative $8 billion.

The strides we have made are significant. Since 1993 private sector employment has
increased by 481,000 and we have regained all the jobs lost in the 1990-91 recession. The
resurgence in employment has helped thousands of New Yorkers avoid reliance on government
subsidies, and today the public assistance caseload is lower by more than 50 percent. Whole
new areas of the City have been developed as sources of economic growth, with new
developments ip such areas as 125th Street in Harlem and 42nd Street in mid-town Manhattan.
Lower Manhattan has been turned around as well, a result of the Commercial Revitalization
Program's targeted tax incentives. Vacancy rates downtown have fallen from 20 percent in
1993 to three percent today, and lower Manhattan now contains a vibrant residential
community which virtually did not exist in 1994. The future of New York City's status as the
world's financial center is also assured because of our successful efforts to retain the New
York Stock Exchange and NYMEX, and by bringing the Nasdaq headquarters here.
Additionally, we can look to our historic investments in the City's cultural institutions as
catalysts for new economic development, as well as the development which will accompany
the Staten Island and Coney Island stadiums.

Finally, the City is markedly safer. Since 1993 the number of murders is down 65
percent, vehicle theft is down 68 percent and overall crime is down 52 percent.

These changes-decreasing the taxes paid by residents and businesses and increasing
the quality of New York City as a business and residential location-will do much to mitigate
the impacts of the weakening U.S. economy; '
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Our efTorts over the last seven years to reduce the municipal bureaucracy, lower taxes
and improve City services have made this City a better place to live and work. The choices
we make with this budget can mean continuing that progress.

I
i

■, (

Rudolph W. Giuliam
/ Mayor

Bi'
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Statement Pursuant to Section 243 of the City Charter
; regarding the Operating Budget of the New York City Council

' / /
■ ■ ■ ■ ■ i ■ ■

Section 243 of the City Charter provides that the City Council:

shall approve and submit to the mayor detailed itemized estimates of
the financial needs of the council for the ensuing fiscal year. Such
estimates shall be comprised of at least one personal service unit of
appropriation and at least one other than personal service unit of
appropriation for each standing committee of the council and for each
organizational unit established [by the council]. The mayor shall
include such estimates in the executive budget without revision, but

; with such recommendations as the mayor may deem proper.

The City Council approved and submitted its operating budget, and pursuant to the City Charter, it has
been included in the Executive Budget. Set forth herein are thy recommendations regarding the
Council’s operating budget,

! The Council has proposed a three-percent increase in its operating budget. Despite my
efforts to reduce the City’s budget, the Council’s submission this year continues its historic practice

! of increasjhg its own expenditures while fewer resources are provided to other Elected Officials and
“ City agencies. Since 1994, the City Council’s operating budget has grown by over 51 percent,

including a 32 percent increase since 1999.
The vast increases the City Council annually provides for itself stand in stark contrast

to the budgetary discipline exercised by other Elected Officials over the same time period. Since 1994,
the Mayor’s Office budget was reduced by 38 percent. Similarly, over the same period of time, nearly
all other Elected Officials reduced their budgets by 4 percent or more. The efforts these officials have
made to carry out their responsibilities in ways characterized by fiscal discipline collectively saved the
City over $27 million. If the City Council had made similar budgetary decisions, the City would have
benefited from over $7 million in additional savings.

The Council should conform its budget to the requirements set forth in the Charter. The
Charter requires separate unites of appropriation for each standing committee so that both the general
public and the Mayor have a meaningful opportunity to review components of the Council’s budget.
However, the Council has refused to comply with Section 243 of the Charter by continuing its past

practice of submitting a budget in which virtually the entire? Council appropriation falls under the broad
units of appropriation of “Council Menibers”, “Committee Staffing” and “Council Services.” Each

\ : !
t
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Standing committee is appropriated only $1 for each PS unit of appropriation and $1 for each OTPS
unit of appropriation. To ensure accountability, the Council budget should abide by the Charter’s
requirements and apportion its expenses among its committees.

I reserve the right; pursuant to Section 255 (a) of the Charter, to disapprove any
item included in the Council’s operating budget.

Accordingly, pursuant to Section 243 of the City Charter I recommend that the City
Council reduce its proposed budget to reflect spending more in line with the rate of inflation - an
increase of approximately two percent ~ and restructure its units of appropriation to adhere to the
Charter’s requirements.
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City Services

Health

Human Resources23«:

1^:
3< Fire (2<!

120

Education^310

Higher Education10
8!

' Debt Service and Pension costs related to the Board of Education have been included in Education.

1
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REVIEW OF REVENUE AND EXPENSE BUDGETS

$7,631 $7,850

331

3,732 3,541

$16,176 $16,495 $17,642 $21,176 $21,865

345
106 1,342

118 20
$224 $1,362

General Reserve
$41,864 $40,875

(1,381)

Total Expenditures

Surplus/(Deficit) GAAP Basis .. $5 $5 .. $5 $-

Executive Budget

3

NYC-WTC_000195500

$18,535
14,469

1,269

$39,532

14,016
2,406

132

$345
200

13,993
416

14,393
1,460

304

$8,643
13,885

487

3,379
621
343

(644)
(40)

11,266
651

90

$19,178
16,165

739

$8,136
14,661

399

17,624
261

$7,239
12i528

' 458
' 185

654
379

(683)
(36)

17,541
924

*

1,357
119
468

__
$2,081

2,001
90

386
__ 138
$2,615

(494)
4,600

706
392

(1,343)
(15)

26,861
301

Revenues !!
Taxes: '!

General Property Tax ......... $6,954 $7,291

3,473
652
367

(780)
(39)

$24,963
249

Actual, Comptroller's Report as of the audit of the respective fiscal year excluding subsequent restatements.
Forecast

4,794
5’93
439

(1,381)
(15)

$27,626
296

2,509
90

451
137

$3,187

4,239
631
431

(1,150)
(5)

$26,405
240

621
412

(705)
(15)

2,097
38

488
___1^
($2,761 '
\ 42

The 2002 Executive Budget is $39.5 billion, a decrease of $ 1.0 billion from the forecasted results for 2001.
This is the twenty-second consecutive budget which is balanced under generally accepted accounting principles.

Financial Summary—1996-2002
, ($ in Millions)

13,123 /
536
_ /

13,701
2,842

264

CriminaUustice Fund .....
Tax Reduction Program ....

Miscellaneous Revenues .. ..........
Unrestricted Intergovernmental Aid
Other Categorical Grants.. ..........
Less: Intra-City Revenue .i...........

Disallowances ...................
Sub-Total City Funds .. ..............
Inter-Fund Revenues ..................
total City & Inter-Fund
; Revenues............................. . $22,043 $23,589 $24,516 $25,212 $26,645 $27,922 $27,162

.. $32,310 $33,981 $35,175 $36,108 $38,119 $40,483

Expenditure's
Personal Service ...................... .
Other Thaij Personal Service .....
DebtServicb ........................... ;
MAC Debt Service Funding .....

J Budget Stabilization and
'i Prepayments:

i Budget Stabilization ....;..
, Debt Service ................. . . .

Y MAC Debt Service i.......
Other .. . . . .......... . .

, . / $32,954 $34,664 $35,880 $36,888 $39,269
Less: Intra-City Expenditures ...'. (6^) (683) (705) (780) (1,150)

Federal Categorical Grants ____ 4,194 4,133 4,292 4,262 4,417 4,737 4,457
State Categcyical Grants....... . 6,078 6,264 6,372 6,639 7,062 7,824 7,913
Total Revenues ............... $32,315 $33,986 $35,180 $36,113 $38,124 $40,483 $39,532.

HBSKasasasM sbbbs^bb -sbsss&ssbs -........ -7— " ssaaxsawwa s3=s=s=s=ssi

$21,799 $23,344 $24,264
244 245 252

'i

'y

$5 $5
SSSS ..—'■■.-HI.——

Other Taxes ........... . 10,198
Tax Audit Revenues .. ........ 657

. Fiscal Years Ending June 30
1996* 1997* 1998* i 1999* 2000* 2001** 2002***
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Adopted Budget Stabilization Account $905

Operating Surplus $ 2,761

$2,097

4
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$ (389)
(79)
(140)
(166)
(169)

$(943)

_ 664
$2,761

$ 1,519
527
331
264
158

$2,799

The following table details changes to the 2001 budget since adoption, indicating sources and uses of funds
and the allocation of the operating surplus.

FY 2001 Changes Since Adoption
($ in millions)

Additional Sources df Funds
/ • Revenues

• Agency Programs
• Tax Reductions Not Enacted
• Prior Payables
• General Reserve
Total Sources

Additional Uses of Funds
• ! Collective Bargaining ;
• Pension Costs
•; Medicaid
•' Police
• All Other Spending
Total Uses ,

For fiscal year 2001 an operating surplus of $2.8 billion is projected. The 2001 budget forecast provides for
a budget stabilization account of $2.1 billion and prepayments of $664 million of MAC Debt Service, Lease
Debt and certain Transit Authority subsidies. The 2001 forecast also provides for a general reserve of $42 million
to offset any adverse changes, which may surface during the remainder of the fiscal year or during the audit of
the operating results.

; I

Allocation of Operating Surplus
(• FY 2001 Budget Stabilization Account /

/; • Prepaymeints of MAC Debt, Lease Debt &
Transit Authority Subsidies
Total Operating Surplus
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(197)
(186)
(59)
(58)
(31)
(11)

(129)

\$ (2,652)
(505)
(671)

As indicated, a budget stabilisation account of $345 million is included in 2002 and a general reserve of $200
million is included for every year of the plan. The tax reduction program is valued at $494 million in 2002, $719
million in 2003, $1.0 billion in 2004 and $1.3 billion in 2005.

tlsIS

(494)

$(4,667)

$ 2,761
846
285
150
250
225
150

$4,667

L

Is'

I'r

> Additional Sources of Funds
• FY 2001 Budget Stabilization Account
• Agency Programs
• Revenu^ Forecast
• Debt Service

FY 2002 Changes Since Adoption
($ in millions)

• 0TB Privatization
• Reimbursement for Landfill Closure Costs
• State and Federal Actions

Total Additional Sources of Funds

//
(

Additional Uses of Fund^
• (FY 2002 Gap Reduction
• Collective Bargaining
• Targeted Spending

• Public Safety
• Health & Welfare
• Energy ,
• Campaign Finance Board
• Environmental Protection
• i City Council
• I All Other (net)

• Additional Tax Reduction Program
• Fund FY 2002 Budget Stabilization Account

Total Uses of Additional Funds

I
FI:

I; The 2002 budget provides for a budget stabilization account of $345 million and a general reserve of $200
million, which is double the $100 million that is mandated by the Financial Emergency Act at the beginning of
a fiscal year, A new tax reduction program in 2002 valued at $494 million, growing to $1.3 billion by 2005, has
been designed to continue to provide economic stimulus and to improve the City’s long-term economic
competitiveness. The following table details changes to the 2002 budget since the 2001 budget was adopted.

. Summary of Financial Plan

1 The City’s financial plan sets forth projected operations on a GAAP basis for the 2002 through 2005 fiscal
years. In accordance with the City Charter a four-year financial plan is to be included in the Executive Budget

" submission. The financial plan will also be submitted to the Financial Control Board in accordance with the
Financial Emergency Act. The assumptions, upon which the four-year plan revenue and expenditure estimates

j are based, are summarized in the Appendix section of this Mayor’s Message.
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Less: Intra-City Expenses
Total Expenditures.........

Expendintres
Personal Service ...................
Other Than Personal Service ..
Pay-As-You-Go Capital.........
Debt Service ........... . .
Budget Stabilization Account .
MAC Debt Service ...............
General Reserve ...................

$22,693
17,687

150
3,401

0
489
200

$44,620

$43,364

$22,375
17,389

150
2,964

0
490
200

$43,568
(1,301)

$42,267

$21,865
17,391

150
924
345
0

__ 200
m?7’5
(1,343)

$39,532

$9,536
15,282

427
(1,041)
4,046
632
352

(1,256)
___(15),
$27,963

297
$28,260 '

4,105 \
8,101

$40,466

$9,970
16,071

427
(1,264)
4,032
632
344

(1,256)
___ 05)
$28,941

297
“$29^

4,104
8,179

’ $41,521

$23,129
17,976

120
3,583

0
490
200

$45^ )

$44,242

Four-Year Financial Plan
($ in Millions)

i

Revenues
Taxes:

General Property Tax............... .............. .
Other Taxes ........... . ............ .............. .
Tax Audit Revenues ..................................
Tax Reduction Program ............................

Miscellaneous Revenues.............................. . .
Unrestricted Intergovernmental Aid .................
Other Categorical Grants .. ................................
Less: Intra-City Revenues ..............................

Disallowances Against Categorical Grants
Sub-Total City Funds....... ................................
Inter-Fund Revenues ........................................
Total City & Inter-Fund Revenues ...................
Federal Categorical Grants ..............................
State Categorical Grants ..................................
Total Revenues ................................................

$8,643
13,885

487
(494)

4i600
!7()6
392

(1,343)
_j_^)
$26,861

, 301
$27,162

4,457
7,913

$39,532

$9,100
14,584

426
(719)

' 3,979
632
360

(1,301)
____^)

$27,046
^97

$27(343
4,131
8,012

$39,486

H I

1

i

'I ' . i

A comparison of the gaps in this financial plan to the gaps that existed when the 2001 budget was adopted
ind a revised out-year gap closing program for 2003 through 2005 follow.

$(2,898) $(2,721)$0 $(2,781)
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$(1,752)

$(505), $(744)

S'

72

•i

$(896)$(517) $(1,603)

$- $-$(2,761)

$527 $386 $383$408

1'

$(2,721)$-

i
$- $ —

Total Out-Year Gap Closing Plan ..s $2,898 {$2,721$- $^,781$ —

$-$-$- $-if'
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$(2,761)

$(527)

$1,621
450
550
100

1

$527

$ —

150
$536

$(1,857)

$(1,041)

$2,207
210

$2,267

$(902)

$985
175
(103)

$1,057

$(802)

$533

$(1,457)

$(1,264)

$_

$(2,393)

—J40
$568

$(2,062)

$(719)

$846
250
225

$1,471

$494

$(494)

$-

$(1,990)

$1,681
450
550
100

$1,367!

152 ;
$1,519!

$(389)

$-
345

$345

$(2,620)

Collective Bargaining ..

Expenditure Changes
Pension Funding Changes
Police....... . ....... ...........
Debt Service .. ..............
Campaign Finance Board
Other Spending.............
Prior Payables ...............
General Reserve ......... .
Total dther Expenditure Changes...................... .

Prepayments

FY2002
Total Budget Stabilization & Prepayments .....

Gap to Be Closed - Executive Budget....... .

Gap Closing Program

Agency Programs ............. . ..................... . .'..
Privatization of 0TB......... . ..................
Reimbursement of Landfill Closure Costs ......
State and federal Actions ....... .............. {.........
Total Gap {Closing Program .. . ............

FY 2001 Adopted Budget
(Gap)/Surplus - Restated

j
Revenue Changes
Tax Revenue Forecast.......
Delay of Airport Arbitration
Other Revenues ,...............
Total Revenue Changes ....

$2,761
(345)

$2;4ir
$(977)

$(630)
(59)
(39)

(1^8)

$(79)
(166

(20)
(2^)
264
158

$(132)

j Out-Year Gap Closing Actions

Agency Programs ..........
State Actions........... .
Federal Actions....... .
Roll General Reserve ...........

$(825)
(56

(224)
(4^)

$676

$285

$(463'
(46
(80'

FINANCIAL PLAN UPDATE
($ in Millions)

Surplus/(Gap) Prior to New Tax Reduction Plan
f ' • ' ;

Tax Reduction Program ...................). ............

Remaining (Gap) .. ............ ............ ?................

\ $1,798
' 450

550
100

$811

$670

piE
iSSf

$(521)

$(2,374) $(1,752)$1,236 $(2,652)

Izz $(2,898)

$(287) /
076 /
150 '

(W

Remaining Surplus Out-Year (Gap)/Surplus ... $ —
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Employment Levels

The following table illustrates the changes in City planned staffing levels from 1993 through 2002.

Changes in City Funded Staffing Levels

Total

222,836105,342

i 118,702 215,345

13,360 (20,851) (7,491)

% Change 12.7% (17.7)% (3.4)%

■i

' '!

it

\

8
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December 31,1993 Actual (Restated*)..........

Projected Staffing June 30,2002 .......___

Projected Change December 1993 to June 2002

117,494

^96,643

Education (ped).
& Police ('unif.'l

The 2002 Executive Biidget continues these staffing priorities. Education and Police staffing levels are
maintained, while staffing levels in other areas will be further reduced,

Between 1993 and 2001 city funded staffing levels have been significantly reduced, while during the same
time City resources were redirected to significantly increase staffing in vital areas. By June 2001 over 13,000
new City funded employees will have been added to Education and Police, while City funded staff levels will
have been reduced by over 20,000 in other areas.

I'
I

Another
Employees

* Includes adjustments for HAPD and TAPD merger of 7,555, EMS transfer of 3,459 and a reclassification of
Water and Sewer revenue funded positions of (4,419). \ ,

J,

I'
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New York City, which has 67 percent of the statewide population of children who are on Medicaid, will spend
more than $500 million on this prograin to cover children this year. In addition, the City has undertaken HealthStat,
which is a comprehensive Outreach and education program to enroll children and families in health care insurance
plans. The City is seeking fiscal i/elief from the Federal government in the form of an increased Federal Medical
Assistance Percentage (FMAP) for children. The City urges Congress to increase the FMAP rate for children in
New York City from 50 percent, the statutory floor under Federal law, to 55 percent. City savings in 2002 are
■estimated at $48 million, assuming an effective date of October 1,2001. Full annual savings rise to $60 million
in 2003. This initiative would complement the extremely successful Child Health Plus program in New York
State and would help to rectify the City’s relatively low matching percentage compared to other states where the
FMAP averages 61 percent. !

The Federal and State agenda for 2002-05 is designed to control the growth of costly mandated programs and
produce savings for the City and State governments. In total, this program saves the City $150 million annually
for 2002-05. In addition, the City expects to receive $75 million of 1996 State Clean Water/Clean Air Bond Act
funds in 2002 as reimbursement for costs associated with the closure of the Fresh Kills landfill in Staten Island.

i The City’s request for fairness in Federal spending focuses on three main proposals: full reimbursement for
the protection of government officials and foreign dignitaries, an increased Federal share of Medicaid for children
and funding for emerging public health crises. '

Full Reimbursement for the Protection of Government Officials atvi Foreign Dignitaries

The City takes extraordinary security measures for the protection of foreign missions and officials year-round,
including such events as the 55'“ General Assembly of the United Nations and the Millenium Summit of Heads
of State and Heads of Government, which were both held in New York City in September 2000. Thousands of
heads of state and dignitaries from around the world were in New York City for these events, costing the City an
estimated $26 million for added security and logistical support. Although the State Department reimburses the
City a miniihal amount for police overtime, there are numerous other costs associated with these security activities
for which the City should be reimbursed. For example, the State Department fails to reimburse the City for
Emergency; Medical Services personnel arid equipment, even when they are requested by the Secret Service.
Furthermore, the City bears additional costs for security measures provided by the Fire Departmenl, the Department
of Transportation and the Departnient of Sanitation that are not reimbursed by the Federal government. The
distinctions made by the State Departmertt when denying reimbursement do not reflect the actual cost to New
York City Of providing extraordinary security in connection with international events.

Increase in Medicaid Funding for Children

New York City continues to send more tax dollars to Washington than it receives in Federal spending.
According to “The Federal Budget and the States,” a report released annually by the John F. Kennedy School of
Government at llarvard University, in 1999 New York State's balance of payments deficit with Washington was
estimated to be approximately $16 billion, with New York City the source Of (half of that deficit. With the Federal
budget surplus expected to grow to almost $900 billion by Federal Fiscal Year 2011, the Federal government must
address this imbalance. ' i \

9 '
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Mosquito-Borne Disease Control Program: Last year, the City mounted a rapid emergency response to the
West Nile virus, a mosquito-bome disease that previously had not been recognized in the Western Hemisphere.
In order to prevent future infectious disease outbreaks, the New York City Department of Health developed a
comprehensive surveillance and control plan that will detect and combat mosquito-borne diseases before they
spread to humans. This plan should help prevent the virus from spreading to other areas of the country. In support
of these activities, the City spent $15 million in calendar year 2000. In 2002, the City is requesting at least $5
million of Federal reimbursement for costs associated with control of the West Nile virus.

This proposal is based on the findings of a General Accounting Office study that examines the fairness of the
FMAP formula. A major recommendation of the study is to substitute the FMAP per-capita income calculation
with the total taxable resources (TTR) assessment. TTR measures a state’s ability to finance program services
from the total income produced or received within a state. Per-capita income often fails to capture the extent of
poverty within a state, as is the situation in New York.

Asthma Funding: The New York City Department of Health receives little Federal aid to support asthma­
control activities. Current funding consists of only one small grant that supports surveillance studies which enable
the Department of Health to evaluate the prevalence of asthma in school-age children. While no other Federal
aid is made available to the City directly, the CDG has reported that the death rates from asthma among 25 to 45
year bld adults are much higher in New York City than in other major urban areas in the nation. New York City
is requesting that Congress appropriate funding for asthma detection and prevention and that the CDC allocate
at least $8 million to New York City.

Si

lb
nil

Funding for Emerging Public Health Crises

Immunization: New York City seeks the restoration of immunization funding to the 1997 level of $10 million,
a $5 million increase above the current level of funding. Two years ago, the Centers for Disease Control (CDC)
imposed an acrosS-the-board cut to immunization grants and reprogrammed certain funds. The reprogramming
resulted in a 50 percent reduction in Federal funding for immunization programs in New York City. Increased
Federal support is needed for the New York City Department of Health to continue its aggressive work in
immunization service delivery, education, and outreach, all of which'have greatly increased the number of children
whp are up-to-date on their immunizations. < y

Tuberculosis: Since 1999, Federal funding for tuberculosis (TB) programs has decreased by $8 million.
Moreover, the proposed budget for Federal Fiscal Year 2002 called for a reduction in TB spending of $45 million,
which could result in an additional loss of $2 million for New York City. The grant awarded to the New York
City Department of Health in 2000 was $18 million, $8 million less than the 1999 award. While the funding for
TB programs in New York City has declined, the national appropriation has risen by more than $9 million.
According td the CDC, the available funds are being reprogrammed to other state and local governments, even
though the need for maintaining the current level of service has not diminished in New York City. The City is a
major entry point for visitors and immigrants from countries with exploding rates of drug-resistant TB.

I
i

Since the TB epidemic’s height in 1992, when the case rate was five times the national average, the City has
reduced TB deaths by over 59 percent. The current case rate of 23.6 per 100,000 people, however, is still more
than three times the national average. Completion of treatment is the key to both the successful control of TB
and to the prevention of drug-resistant TB. The City’s program of Directly Observed Therapy has been largely j
responsible for a 91 percent reduction in drug-resistant cases since 1992. The restoration of the 1999 level of TB
funding to New Yprk City remains critical in order to provide adequate support for the City ’s TB programs.
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The State agenda for 2002 is centered around a number of initiatives requesting equitable relief for the City.
For example, in last year’s State budget, all local governments were provided an increase in revenue sharing, with
the exception of New York City. The City deserves the same benefits that other local governments receive.

Currently, the New York State Legislature and Executive are engaged in a contentious budget debate. The
Supreme Court decision in the case of Campaign for Fiscal Equity v. The State of New York, mandating that the
State overhaul its education financing system, affects a major component of Albany’s support to localities.
Although the Governor has announced his intention to appeal this decision, an education debate will be in the

f forefront during budget negotiations and this is likely to further delay a State budget.

Increase in Revenue Sharing /

■iii

The State Revenue Sharihg program began in 1970 and was enacted to pfovide a predictable funding stream
to municipalities that was adequate and equitable. The original program based the allocation to local governments
on State personal income tax revenue. The law has been amended several times since 1970 and the amount
available declined significantly from 1987 to 1992. In State Fiscal Year (SFY) 1994-95, the State implemented
its first revenue sharing increase in nearly 10 years. However, in SFY 2000-01, for the first time dyer, New York
City was excluded from an increase in the revenue sharing allocation. The budget included a 5 percent across-
the-board increase in General Purpose State Aid for the State’s cities, town^ and villages, but specifically excluded
New York City. In this year’s State Budget, the City requests inclusion in any revenue sharing program increase,
for a total savings of $30 million to New York City.

E-911 Wireless Surcharge for Local Emergency Expenditures

E-911 monthly surcharges on cellular telephone bills throughout the State are given directly to the New York
State Police, which does not perform functions in New York City. The City generates approximately 50 percent
of the total wireless E-911 revenues. In their budget resolution for this year, the State Senate proposed the creation
of a Wireless Telephone E-911 Surcharge Program. This proposal would create a fund using the revenues from
the wireless communications surcharge to provide localities with resources to fund emergency response and public
safety equipment improvements. This program would allow New York City to directly benefit from the fees
generated from the E-911 charges. The City is requesting the creation Of an E-911 surcharge assistance fund of
which $5 million would be the City’s equitable share in 2002, growing to $10 million in 2003-05.

f . ' i ‘'

Medicaid Fraud Prevention Initiatives

, The State’s Medicaid costs related to pharmacy services have grown roughly 20 percent a year since 1995.
While a portion of the spiraling costs is attributable to the introduction of more efficacious drugs to combat AIDS,
a portion of the growth is due to pharmaceutical fraud. The City proposes working with the State to implement

1 several measures’ to reduce pharmaceutical fraud. The City could save at least $16'million through the
implementation of these reforms in 2002 and full annual savings would grow to $36 million.

These initiatives include redesigned prescription forms printed on non-reproducible paper, as well as the
imposition of more stringent criminal penalties for Medicaid recipients who allow others to use their cajrds. In
addition, the City supports tougher criminal penalties for pharmacists who commit prescription fraud. ’

11 : )



NYC 9/11 Public Portal Document

Reimbursement for Fresh Kills Landfill Closure Costs

Bond Act Funds for Municipal Recycling

Reduction in Personal Income Tax Administrative Costs

12

NYC-WTC_000195509

!I9
j!i

i ' I ' ■ :

Over the past four years, the State has raised the City’s charge for administration of its personal income tax
(PIT) by over $20 million. Since SPY 1997-98, the total budget for the NYS Department of Taxation and Finance
has increased by 15.7 percent. In contrast, during this same time period, the State’s charge to the City for PIT
administration has increased by 65 percent. In SFY 2000-01 the City paid over $30 million in PIT administrative
charges. Given the repeal of the commuter tax, the PIT administrative charges should be reduced. New York
City non-residents formerly made up 21 percent of City filers, therefore the administrative charges should be
decreased by 21 percent, or $7 million annually. In addition, the State should reduce its charges by an additional
$ 13 million, which would reflect a reasonable cost for these services and save the City $20 million annually. The
City should not pay an increase in administrative costs when in fact the volume of filers has decreased.

Within the Solid Waste title of the 1996 Clean Water/Clean Air (CWCA) Bond Act, there was $50 million
authorized for municipal recycling statewide. The State specifically promised New York City at least $25 million
of this authorization. The Executive’s 30-day amendments to the SFY 2001-02 budget proposal authorize the
payment of this $25 million for municipal recycling to New York City. This proposal puts the State’s commitment
into law so that New York City can receive its fair share. The City is reflecting this payment in 2002.

11

When New York State enacted the 1996 Clean Water/Clean Air Bond Act, $75 million was authorized to New
York City for the closure of the Fresh Kills landfill. State law mandated the landfill to close by December 31,
2001. To date, $45 million has been appropriated by the State, but no funds have been committed. This year’s
Executive Budget, as well as the Senate and Assembly budget resolutions, appropriate the remaining $30 million.
The City has spent hundred^ of millions of dollars on Fresh Kills closure and the landfill was closed in March 2001.
The City requests that the State fulfill its commitment and reimburse the City $75 million for Fresh Kills closure.

Funding for PINS Mandate

Parents, guardians and schools may petition the Family Court to determine if a teen is a Person in Need of
Supervision (PINS) which is defined as “a person less than 18 years of age who is truant, incorrigible, ungovernable
or habitually disobedient and beyond the lawful control of a parent.” During the course of a PINS case, youths
may be placed in the 24-hour custody of a foster care agency. While PINS cases are open, the costs for foster
care are not reimbursable by the Federal government. As a result, localities and the State pay the entire cost of
foster care for youths during PINS cases. Because the Family and Children’s Services Block Grant caps State
foster care funding, localities bear the burden of paying for any increase in the number of youths in PINS cases.
Although youths in,PINS cases are considered foster children, their cases are unique to the foster care system,
and as a result, PINS youths tend to require a more expensive, higher-lcvcl of care than the traditional foster
boarding home. PINS youths are not placed in foster care due to abuse or neglect by a parent or guardian, but
instead are displaying behavior problems that might include failure to attend school or the commission of low-
level criminal offenses.

Last year. State law was changed, raising the age for PINS cases from 16 to 18. The City estimates that 370
additional PINS youths will enter the City’s foster care in 2002 as a result of this law. Due to the high cost for
their care and their uniqueness to the foster care system, PINS cases should be funded separately from the block
grant and be open-ended. The State and localities should share the costs for this population in an equitable manner.
Since the block grant may be superceded in the coming fiscal year, any changes (including a form of the block
grant for foster care) must include at least a $10 million State reimbursement for PINS expenses, which would
be $7 million in the first year.

Ti
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3564,692 6.1■

218 3.72,062

100 1.72,599

$5,849 100.0%
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Dollars
(Millions)

% Total
Dollars

I

K The Contract Budget is presented as part of the 2002 Executive Budget submission. The Contract Budget
includes all projected expenditures for contracts as defined in Section 104 of the City Charter, including those of
small dollar value that do not require registration by the Comptroller’s Office. These include purchase orders
and open market orders as well as contracts.

, Est.#of
Contracts

I

7

iW

1,

h’

i. I

Social Service Related and Health Services .....
• Home Care, Child Welfare, Employment

Services, Public Assistance, Day Care,
Family Services, Homeless Programs,
AIDS, Setiior Citizen Programs, Health,
Mental Hygiene, & Prison Health, etc.

Youth and Student Related Services............i...
• (including Transportation of Pupils and ;

Payments to Contract Schools)

Other Services........................... . ;........... .........
• Custodial^ Security Services, Secretarial;

Cultural Related, Employee Related,
Economiic Development, Transportation, etc.

Professional Services/Consultant........../......
• Accounting, Auditing, Actuarial,

Education, Investment Analysis, Legal,
, Engineering & Architectural, System

Development & Management Analysis, etc.

Maintenance & Operation of Infrastructure........
• Lighting, Streets, Buildings, Parks,

Water Supply, Sewage and Waste Disposal,etc.

Maintenance of Equipment....................... .........
Data Processing, Office Equipment,
Telecominunications & Motorized
Equipment, etc.'
TOTAL ..........................................................

B
ill'

18,964
i"

f As defined in Section 104, the Contract Budget includes contracts that are personal service, technical or
J consulting in nature. Contracts for the purchase of supplies, materials and equipment are not included.

,( J
The 2002 Executive Contract Budget contains approximately 19,000 contracts totaling over $5.8 billion.

Approximately tvii'o-thirds of the total contract budget dollars will be entered into by the Department of Social
Services, the Administration for Children’s Services, the Department of Homeless Services and the Board of
Education. The Administration for Children’s Services has over $1.4 billion in contracts, 77 percent of which
represents contracts allocated for Children’s Charitable Institutions ($622 million) and Day Care ($492 million).
Of the over $1.2 billion in Board of Education contracts; approximately ,41 percent are allocated for pupil
transportation contracts ($518 million). ' ( \

?l ' h ■ ; I \
/ Agencies in preparing their contract budgets were requested to categorize their contracts into 50 specific

contract objects. The distribution of these contracts is summarized as follows: \
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In accordance with section 245 of the New York City Charter, the Borough Presidents may propose
modifications to the Preliminary Expense budget during the Executive Budget process. Any recommended
modifications should not result in an increase to the total appropriations proposed in the Preliminary Budget. If
increases within a borough are recommended, offsetting reductions in other appropriations within the borough
must also be recommended. The Queens and Manhattan Borough Presidents submitted reallocation proposals.

The Queens Borough President proposed reallocating $78 million. Among the suggested restorations are
$7.8 million to the Queens Public Library, $14.3 million to Cultural Affairs, $30.7 million for Youth programs,
$3 million to deal with domestic violence, $11.5 million to seniors, $4.2 million for housing programs and $3.23
million to Parks. The proposed funding sources come from a projected increase in the 2001 budget surplus and
the Cultural Challenge Initiative. A specific response to each reallocation proposal is provided in a separate
document. FY 2002 Executive Budget Responses to the Queens Borough President’s Proposed Reallocations to

Ns'

F"

I s i

The Manhattan Borough President submitted a reallocation proposal of $930 million. Among the suggested
restorations is $828 million to the Board of Education, $22.9 million for the City University of New York, $21.1
million for Youth programs, $13.3 million for seniors, $12.8 million for the New York Public Library and $10.4
million to Cultural programs. The proposed funding sources come from a proposal to reinstate the 12.5 percent
Personal Income Tax Surcharge, the budget surplus, savings on claim payments and civilianization of
administrative functions at the Police Department. A specific response to each reallocation proposal is provided
in a separate docuinent, FY 2002 Executive Budget Responses to the Manhattan Borough President's Proposed
Reallocations to the FY 2002 Preliminary Expense Budget.



NYC 9/11 Public Portal Document

in the development of the City’s capital and expense budgets.
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Executive Capital Budget for Fiscal Year 2002 - details the Mayor’s Capital Budget by project within
agency including two geographic sorts of the Capital Budget. One presents budget data by community district
and borough. The other presents the budget by borough within project type.

18
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COMMUNITY BOARD PARTICIPATION IN THE BUDGET PROCESS
I

New York City’s 59 community boards provide a formal structure for local citizen involvement in the budget
process as well as other areas of City decision making. Each board represents up to 250,000 residents in a
community district. The Charter mandates that the community boards play an advisory role in three critical areas:
changes in zoning and land use, monitoring the delivery of City services in the community district and participating

Each community board receives an annual budget to pay for a district manager, support staff and other
operating expenses. In 2002 the uniform base budget for each community board is $163,358. This excludes the
cost of office rent and heat, light and power which are in a Separate unit of appropriation. To help defray the
relocation costs for those community boards planning to move offices in 2002, funds for the cost of the move and
the one-time cost of telephone installation are also included in the rent unit of appropriation. To help community
boards insure the contents of their offices, community boards are insured by the Citywide Central Insurance
Program. Collective bargaining funds will be added to each board’s budget when appropriate.

, /• '
Each Borough President appoints board members for staggered two year terms. City Council members in

proportion to each member’s share of the district’s population nominate half the appointments. The fifty volunteer
members of the community board either live or work in the district. :

Each year agencies that deliver local services, prior to preparing their departmental estimates, consult with
community boards about budget issues and the needs of the districts. The boards then develop and prioritize their
capital budget requests (up to 40) and expense budget requests (up to 25). For 2002 community boards submitted
2,048 capital requests to 29 agencies and 1,843 expense requests to 41 agencies. Almost two-thirds of the
community board capital budget requests seek improvements to streets, sewers and parks. Community board
expense budget requests concentrate on Citywide programs and personnel increases such as added street cleaners,
park workers! and other service employees.

Boards also rank agencies’ local service programs by their importance to the community. For the upcoming
year community boards ranked 85 programs within 26 agencies. The top five programs are community youth
programs, services to the elderly, parks maintenance, police patrol and, after school/summer school programs.
Historically, local services have been the highest ranked.

District specific budget information is available in the following geographic budget reports, which accompany
the release of the 2002 budget.

I Register of Community Board Budget Requests for the Executive Budget, Fiscal Year 2002 - lists the
funding status for all community board proposals in priority order within community district. Also available in
Council district and agency sorts.

Geographic Report,for the Executive Expense Budget for Fiscal Year 2002 - details the expense budgets
of fourteen agencies that deliver local services by borough and service district. Includes 2002 Executive Budget

' Information as well as 2001 current modified budget and headcount data (as of April 17,2001).
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Geographic Project Detail Data Report, FY 2002 Executive Budget - describes for each project within
a budget line in the Commitment Plan the schedule of funding from 1998 through 2001 and all projects with
proposed financial support; from 2002 through 2005, sorted by community board. Unique to this document is
information regarding the specific location, scope summary and capital assets of each project. For projects
supported by the community boards, this report crosswalks the budget lines and project details within the

Geographic Fiscal Year 2002 Executive Budget Commitment Plan - presents information on capital
appropriations and commitinents by community board, including implementation schedules projected for each
month of 2001, and the succeeding four years for all active project identifications by budget line.

/
J
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(2) (2) (2) (2) (2)

(2) (5) (19) (54) (139)

BE!;

(19)
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Subtotal

Total Tax Reduction Program ($4,143) ($4,648)
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(142)
(47)

(256)
(55)

(57)
(32)

(6)

(263)
(55)

(270)
(55)

(244)
(43)

(146)
(47)

($180)
(121)
(185)

(56)
(41)
(6)

(58)
(15)
(6)

(133)
(47)

($191)
(270)
(194)

(26)

(137)
(47)

($226)
(470)
(214)
(56)
(48)
(40)

(105)
' (75)

(8)
(547)
(18) I
(29)

(250)
(49)

(8)
(519)
(14)
(28)

($973)
(30)

(440)

(8)
(495)

(9)
(21)

($207)
> (432)
\ (204)

(53)
(48)
(39)
(27)

(8)
(436)

(5)
(7)
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' (1)

(94)

($807)
(27)

' (428)
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($821)
(26) ;

(413) f

R4

(415)
(89)

($3,154)

(13)
(I)

(185)
(10)

(560)
(110)

($3,186)

(19)
($719)

(13)
(1)'

(196)
(11)

(607)
(132)

($3,424)

(13)
(1)

(227)
(13)

(661)
(135)

($3,833)

, (8)

(54)
(45)

(6)
; (170)

(130)
(45)

(31)
($1,041)
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(30)
($1,264)

($5,097)

(13)
(1)

(209)
(14)

(636)
(135)

($3,607)

/ ($858)
/ (28)

(434)

5

The tax reductions enacted during the past 7 1/2 years have played an important role in the City’s revival
and continuing economic prosperity. Business tax reform has once again made the City competitive and
contributed to the creation of a record 99,000 private sector jobs in 2000, while sales tax reductions and
property tax relief have; benefited consumers and property owners. This budget expands on these reductions
with further tax relief, including an additional cut in the 14 percent personal income tax surcharge, the
complete elimination of the commercial rent tax and a complete elimination of the sales tax on clothing and
footwear. Additionally, the current co-op/condo property tax abatement and the Lower Manhattan
Commercial Revitalization Program are extended, and the hotel tax $2 flat fee per room is repealed. In 2002,
the tax reductions in this budget total $494 million, increasing to $1,264 million in 2005.

Tax Reduction Program
' (SMilHonsj

I

($913)
(29)

(439)
\

(58)'
(22) ;
(6) \

WI
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Already Enacted / ,
• Expiration offlT 12.5% Surcharge
• Hotel Tax Cut
• Commercial Rent Tax Reductions
• Unincorporated Business

Tax Reforms Credits
• Commercial Revitalization Program
• SCRIE/SCHE Enhancements i
• Co-op/Condo Property Tax Relief
> Business Tax Reform
• Sal^s Tax - Miscellaneous Exemptions
• Sales Tax - Exemptions

, on clothing & footwear under $ 110
• Resident UBT/PIT Credit

I > Real Property Transfer Tax Exemption for
Assumable Mortgages

• Elimination of the Vault Charge and the '
Tax on Coin Operated Amusement Devices

• Coirunuter Tax Repeal
• CollegeTuition Deduction/Credit (PIT)

! " Marriage Pehalty Reduction (PIT) ,
• Sales Tax Exemption on Utility /

Transmission & Distribution
• Sales Tax Exemption on Web /

Hosting di HDTV Equipment i
• Bank Mutual Fund Companies

I ■ PIT 14% Surcharge Cut (effective January 2001)
;; • Borough Development Program

' • STAR (Personal Income Tax)
' • STAR (Property Tax) (

Subtotal

Proposed
• PIT 14% Surcharge Cut (effective July 2001)
• Elimination Of the Commercial Rent Tax
• Extension of Co-op/Gondo Property Tax Relief
• PIT Credit for “S” Corporations /
• Earned Income Tax Credit
• Repeal of Hotel Tax $2 Flat Fee
• Elimination of the Sales Tax on Clothing & Footwear
• Business Tax Reform
* Lower Manhattan Revitalization Program - Extension

(Excludirig World Trade Center)

2002 2003

-___________(8)
— ($494)

($3,154) ($3,680)



NYC 9/11 Public Portal Document

The 2002 Executive Budget tax reduction proposals are as follows:

funds.

(

18

NYC-WTC_000195515

H
I
I

• Earned income tax credit: Effective January 1, 2003, the City will allow a refundable earned
income tax credit (EITG) against the City personal income tax of up to five percent of the current
Federal EITC for tax years 2003 and thereafter. This credit will benefit an estimated 600,000
taxpayers^ with an average credit of $80. The savings to City taxpayers will be $48 million in 2004
and thereafter. The refundable portion of the credit will be paid through the expenditure of TANF

■I
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i
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• Extension of co-op and condo property tax relief: An abatement program was implemented in
1997 to reduce the disparity in property tax burden between owners of cooperatives and
condominiums (Class 2) and single family homes (Class 1), This program allowed a partial
abaUment of Class 2 real property taxes over a three-year period starting in 1997. In 1999, the
abatement was equal to 17.5 percent of the fax for residential units with ah average assessed value
over $15,000 and 25 percent of the tax for residential units with an average Assessed value of less than
$15,000. It was extended in 1999 through 2001. This abatement program will be extended at the
2001 level, with total benefits to taxpayers of $185 million in 2002, $194 million in 2003, and $204
million in 2004 and $214 million fa 2005.

• PIT credit for “S” corporations: Effective January 1, 2002, resident shareholders of subchapter S
corporations will be eligible for a sliding scale credit against the personal income tax for their
distributed share of the subchapter S corporate tax liability. The structure of the credit will be similar
to the current credit for owners of unincorporated businesses enacted in 1997. Total savings to
resident City taxpayers will be $26 million in 2003, $53 million in 2004 and $56 million in 2005.

• 25 percent cut in the personal income tax surcharge: The personal income tax paid by City
residents is subject to a “temporary” 14 percent surcharge that is imposed on the base rate. This
proposal calls for; an additional 25 percent reduction in the 14 percent surcharge on July 1, 2001 and
renewal at the reduced rate in 2002 with an average benefit to taxpayers of $80. The 14 percent
surcharge wa's previously cut and restructured on January 1, 2001 with a 50 percent reduction in the
surcharge on taxable income below $50,000 for single filers, $90,000 for joint filers and $60,000 for
head-of-household filers. The reduction in the surcharge averaged 25 percent. The 14 percent
surcharge was originally enacted in 1991 and has required periodic renewal since 1993, It is currently
scheduled to expire on December 31, 2001. The proposal will save City resident taxpayers $180
million in 2002, $191 million in 2003, $207 million in 2004 and $226 million in 2005.

* Elimination of the commercial rent tax: Currently all commercial tenants in the other boroughs and
tenants paying under $150,000 in annual rent in Manhattan are completely exempt from the
commercial rent tax. The exemption was recently increased from $100,000 to $150,000 effective
December 1, 2000, saving taxpayers $19 million annually. Tenants paying over $150,000 annually in
rent pay a 3.9 percept effective tax. Additionally, tenants with rents between $150,000 and $190,000
receive a partial credit that lowers their liability, This proposal eliminates the tax completely by the
end of fiscal year 2003. Beginning June 1,2001, the effective rate will be reduced to 2,6 percent from
the current 3.9 percent rate. Thereafter, the effective tax rate will be further reduced to 1.3 percent on
June 1, 2002. The commercial rent tax will be completely eliminated on June 1, 2003. These actions
will save taxpayers $121 million in 2002, $270 million in 2003, $432 million in 2004 and $470
million in 2005, when fully implemented.

I f
i
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• Repeal of hotel tax $2 flat fee; The hotel room occupancy tax consists of botfi a flat fee ranging
from $0.50 to $2 on rooms priced under $40 and $2 on rooms over $40, plus a 5.0 percent tax levied
on the room charge. In addition, for the repeal of this fee, the taxation of Bed and Breakfast
establishments; will be reformed. Effective December 1, 2002, the repeat of this flat fee will reduce
taxes by $19 million in 2003, $39 million in 2004 and $40 million in 2005.

• Sales tax Exemption: Effective March 1, 2004, the 4.0 percent sales tax exemption on clothing and
footwear under $110 will be extended to all clothing and footwear purchases. This will save
consumers an additional $27 million in 2004 and $105 million in 2005.

• Business tax reform; Further reform and reduction of the general corporation and unincorporated
business taxes will save City businesses $75 million in 2005.

• Lower Manhattan Revitalization Program ■ extension; This targeted tax relief program for pre-
1975 buildings that provided tax incentives through property tax abatements and exemptions expired
on March 31, 2001, This proposal will extend the real estate tax abatement, commercial rent tax
exemption and the energy cost savings program! through March! 31, 2004 in lower Manhattan. In
order to focus tax relief on those buildings most in need of benefits, the program’s extension will
exclude the World Trade Center. The total savings to taxpayers due to the extension of this program
is estimated to be $8 million in 2002, $19 million in 2003, $31, million in 2004 and S30 million in
2005.
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ECONOMIC OUTLOOK

Overview
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The U.S. economy is at a delicate junction in the economic cycle. Signs of the slowdown that began in
the second half of 2000 have intensified, and hopes of a rapid turnaround have dwindled. So far, however,
only the manufacturing,sector has contracted, due to a build-up in inventories and over-capacity. Outside of
manufacturing, growth has decelerated but several key indicators are still showing resilience. Most
importantly, consumption spending continues at a healthy level even as the drop in the equity markets has
wiped out almost $5 trillion from consumer wealth. The housing market has also until now sustained the
downturn without much damage, buffered by the Fed’s recent cuts in interest rates.

The national outlook, therefore, calls for real GDP (Gross Domestic Product) to grow 1.7 percent in 2001
with consumption/spending at ,three percent, just enough to avert a recession. Non-residential fixed
investment spending will drop to three percent after a decade of remarkable growth which brought its share of
overall GDP froth 10 percent in 1993 to 15 percent in 2000. Corporate profits will also take a severe hit in
2001 and are expected to be down 6.1 percent. Overall job growth will fall to under 1 percent, with gains in
the service-producing sectors offsetting steep losses in manufacturing. The economy will pick up in 2002, but
only gradually, as the drag front the capital build-up subsides; GDP is expected to grow by just over 3 percent
in 2002 before resuming growth of about 4 percent per year in 2003-2005. Moderate employment growth
throughout the forecast period should keep inflationary pressures contained despite concerns over rising
medical prices and the recent spikes in utility prices, particularly in some regions of the nation.

At this point, with U.S. growth slowing, the manufacturing sector in a recession, an energy crisis in the
country’s largest state, and a stock market well off its peak, the outlook is tenuous. However, low
unemployment and inflation, a relatively healthy housing market and a proactive Federal Reserve continue to
suggest that a recession can be averted. Of course as in any period of economic slowdown, the risks grow to
both the U.S. apd the local economy.

The City's economy is also expected to experience a hgnificant slowdown in growth from the boom of
recent years, which saw unprecedented private sector employment gains of almost 100,000 jobs in 2000. The ,
City's higher reliance on the service sector will enable it to grow at a faster rate than the U.S. in 2001, with
employment expected to grow 1 percent, a gain of almost 33,000 private sector jobs. The impact of the
slowdown, however, will fall more heavily in ,2002. , ’

( In 2002, ip addition to the slowdown at the national level, the City's economy will also be impacted by a
forecast drop'in Wall Street profits from a record high of $21 billion in 2000 to $5.5 billion in 2001. As a
result, FIRE employment in 2002 is expected to decline by 10,000 jobs, 6,000 in the important securities sub­
sector. Overall employment, therefore, rises just 7,000 in 2002 as the loss of these highly paid jobs ripples

; throughout the economy? Job growth then picks up to 42,000 jobs on average per year in 2003-2005 as the
economy gradually rebounds.

i The recent drop in the stock market and the anticipated decline in New York Stock Exchange member­
firm profits will also have a significant impact on overall bonus payouts. Overall bonus payouts in the FIRE
sector are expected to fall precipitously and are down fifty percent in 2001. Wage income as a result grows by
only 2'/? percent per year in 2001-2002, down from over 11 percent in 2000, though outside of FIRE the
slowdown will be less pronounced. As profits on Wall Street rebound along with the economy, wage income
is also forecast to pick up, to about 5'/? percent growth per year in 2003-20Q5. Finally, the economic
slowdown is expected to only have a minimal impact on the real estate market. The commercial real estate
market is heading into this slowdo'wn in much better shape than in past slowdowns, when speculative building
resulted in an oversupply. In the latest expansion, the amount;of new inventory added has been minimal.
* All economic data are on a calendar year basis while all tax revenue data are on a fiscal year basis ending June 30.
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Therefore, outside of a slight correction in the relatively small secondary market, which has been impacted
most by the dot-com job losses, the commercial office market should remain healthy, with vacancy rates
remaining low and asking rents remaining high.
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The U.S. Economy
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Consumer Confidence, L^t Axis
■B New and Existing Home Sales, Right Axis

The slowdown in growth that began in the second half of 2000 continues to cast a long shadow on the
outlook for the U.S., and with some indicators showing further sign? of deterioration, the possibility of a rapid
turnaround appears unlikely. So far, manufacturing has borne the brunt of this slowdown. Employment in this
sector has declined by over 400,000 in the past twelve months, a loss of about two percent. The NAPM
(National Association of (Purchasing Managers) index, a comprehensive barometer of manufacturing activity,
was up slightly in March to 43.1 percent but remains deep in recessionary territory. Moreover, any hope of an

SERVICE SECTOR AND
MANUFACTURING SECTOR EMPLOYMENT IN THE U.S.

While the manufacturing sector continues to contract,
the service sector holds up, adding jobs.

CONSUMER CONFIDENCE AND HOME SALES
Consumer confidence, though down sharply, remains quite high by

historical standards and housing sales have remained strong.

Given the pockets of strength
outside of the manufacturing sector,
the economy is expected to avert a
recession though growth is expected
to stall this year. Specifically, the
sharp pullback in real GDP (Gross

export-led recovery has dissipated
with the news that growth in the
Japanese economy continues to falter
(early estimates indicate a further
contraction in Q2 2001) while growth
in Europe continues’td be anemic at
best. Adding to these woes is concern
over the significant build-up of
capacity in the high-tech sectors of
the economy, punctuated by layoff
announcements in bellwether firms
once perceived as perpetual engines
of job growth, like Lucent, Cisco,
Intel, and Motorola.

■ Service Sector Employment, 3- Month Moving Average
■ Manufacturing Employment, 3- Month Moving Average
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Outside of manufacturing, other
sectors of the economy continue to
show signs of growth, albeit at a
lower rate. Services employment in
the U.S. is up 2.5 percent in the first
quarter over QI 2000. Sales of new
and existing homes, though down
from their highs, are still averaging a
quite robust 6 million units on an
annual basis. Most importantly,
corisumers have so far shown
remarkable resilience. March data, in
faci, showed consumer confidence
(Conference Board) edging back up
and retail sales in the early part of the
year have held up even in the face of a
sharp correction in the stock market
wh,ich wiped out an estimated $5 /
trillion in household wealth.
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This forecast of real GDP growth
relies heavily on consumption
spending to sustain the/economy.
Growth; in consumption is expected to
hold up at 3.1 percent in 2001, down
significantly from the five percent
rate of 1998-2000, but sufficient to
avert a recession. As employment
growth resumes in the outyears,
consumption spending picks up, to
about four percent in 200272005; The
effect of the sharp drop in the stock
market and the considerable amount
of debt that consumers have
accumulated over the last years (with Bi

_j

Q4 2000, down to just 1.0 percent
growth, will continue jn the first half
of 2001, with GDP flit or barely up.
Growth picks up, only moderately, to
just above two percent, in the latter
part of this year as the recent
inventory correction runs its course
and the effects of the Fed's rate cuts
on the econoiny beconte more
pronounced. Growth is expected to
resume at a trend rate of about 3'/a
percent in 2002 and then continues to
pick up slightly to 4 percent in 2003-
2005.

double-digit growth rates which in
some instances have resulted in over-capacity. In fact, non-residential fixed investment has increased from 10
percent of overall GDP in 1993 to almost 15 percent in 2000. With corporate profits sagging (profits drop six
percent in 2001), growth in non-residential fixed investment falls to only 3.2 percent in 2001. In 2002-2005
investment picks up gradually, with growth rising to around six percent on average per year. This is down
considerably from the 12 percent rate in 1997-2000, but is in (ine with corporate profits which also average

Op the business side, firms are
expected to cut back bn capital
spending purchases after years of

JST

I^IIUI
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NON-RESIDENTIAL FIXED INVESTMENT
AND CORPORATE PROFITS

Investment spending eomee to s halt In 2001, ae businaeaee
remain burdened by oyar-eapacliy and sagging corporate profita.

25. r—----- ---------- —________ __ _ _______ __

B
.7. consumer installment debt rising to / '|

over twehty percent of disposable
income) i^ill no doubt curb ' 1
consumption spending. So far, 4

' however, low unemployment and '
inflation have contirtued to sustain
consumer spending.
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Economic growth stalls In the first part of 2001, but consumsr spending
ehould prevent the economy from falling Into a recession. Growth In Real
GDP picks up gradually to about trend, 31/2-4 percent, etarting In 2Q02.
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■ U.S. Tola! Employment, Left Axis
Inflation, Right Axis
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' At this delicate junction in the
business cycle, th^ forecast is not
without uncertainties and caution is

, certainly warranted. As with all
turning points the economy’s
ultimate course is difficult to foresee.
As mentioned, this forecast hinges
on the belief, based on the most
recent data, that consumption
spending will keep the economy
afloat. This could turn out to be a
tenuous assumption if job losses
were to mount or if the stock market
were to plummet further (botl^ of
which cannot be ruled out), dealing a
devastating blow to the economy.

growth of about six percent per year in 2002-2005. The pace of the recovery for both profits and investment,
however, will be conditional on the ability of firms to deplete excess inventories in the near-term and resume
operating at iSustairiable capacity levels;

In terms of overall employment, total job growth in 2001 is expected to fall below 1 percent, down from
the 21^ percent rate of the past five years. Losses in manufacturing, which is slated to contract about 3
percent, will be offset by gains in the service-producing sectors (which include, in addition to services, trade
and FIRE) of the economy. Job growth picks up in 2002-2005, averaging I'/i percent per year. Although
rising medical costs continue to raise some concern, the softness in the labor market, combined with
productivity gains of about 2*/2 percent, should help keep inflationary pressures contained at about 2‘/2 percent
as well, Wagei are anticipated to grow at a sturdy 4 perbent rate on average per year in 2001-2005, which,
combined with the forecast for employment growth^ implies that personal income will rise by about S'Y
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The New York City Economy

EMPLOYMENT IN NEW YORK CITY
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private sector jobs to 99,300.
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In 2000/ New York City
registered its strongest year of
employment growth in over 50 years
of documented data. The private
sedtor increased by an astounding
99,300 jobs in 2000, or 3.3 percent,
exceeding growth in the U.S. by

New York Ctty's exceptional growth can be attributed
to its Increasing reliance on the service sector

relative to the manufacturing sector.

Even in the fate of a national
slowdown, a major coirection in the
equity markets and the loss of many
of its dot-com jobs. New York City's
diversified economy continued to
grow in the early nfionths of this year,
albeit at a slower pace than 2000,
when almost every major measure of
economic/activity - employment.
Wall Street, and the real estate
market - set new records.
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over 50 percent.^ The private ■
sector's strength was due in large part to the City's increasing reliance on the service sector relative to the
manufacturing sector, a trend that is more pronounced in the City than at the national level.

The service sector, which accounted for 39 percent of City employment in 2000 compared to only 31
percent in the U.S., increased by 7L700 jobs in 2000. Within services, business services, which includes
computer programming, advertising, and personnel supply firms, was once again the leader, contributing
more than half of the new service sector jobs. The legal and social services sectors added 2,300 and 7,5O0
jobs, respectively, and after more than a decade of continual job increases, the medical services sector was
essentially flat in 2000.

Manufacturing was down sharply, losing 8,600 jobs, or 3.4 percent, but because it accounts for 6.5
percent of total employment in the City as compared to 14 percent in the UiS., the impact on overall
employment was mitigated. Of the jobs lost, 2,200 were in durable manufacturing, and more than 6,400
were in non-durable. Trade gained 20,600 jobs in 2000, with over 19,200 in retail trade. This marks the
highest annual gain for the retail sector in over 40 years, and the sixth consecutive year of gains in excess Of
10,000 jobs. Driven by a booming residential and commercial real estate market, the construction industry
followed 1999’s record-high 11,700 new jobs with another healthy year in 2000, adding 7,900 jobs. The
TCPU (transportation, communications, and public utilities) sector grew by 3'300 jobs. Within the FIRE
(finance, insurance, and real estate) sector, which added 4,300 jobs, the securities industry added 11,500
jobs, while banking continued a decade of declines by shedding more than 6,500 jobs.

The forecast slowdown in employment growth for the U.S. in 2001-2002 and its sectoral impact will
also affect the City, though the job slowdown will fall more heavily in 2002. The private sector is expected
to add almost 33,000 jobs in 2001 and a mere 7,000 jobs in 2002. As in the nation, almost all job gains in
2001 will Come from the service sector, which is expected to add 32,000 jobs, 16,000 of which come from

/. Employbieht data for 2000 were revised upward by the Department of Labor, from an originally reported gain of 77,300

0 ---.-_________ ________
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■ Manufacturing Employment, Right Axis
■ Services Employment, Right Axis
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SERVICE SECTOR: CYCLICAL VS. NON-CYCLICALdi;
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■ NYSE Mtmber-Fim Profits, Scale
•— FIRE Sector ^age Rate, Right Scale
” Securities Empiaynenl, NYC, Right Scale
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In addition to the deteriorating
conditions in the national I economy,
employment ih the City will also be
impacted by a significant fall in Wall
Street profits from $21 billion in
2000 to $5.5 billion in-2001. The
FIRE sector is expected to lose
16,000 jobs'-from 2001 through
2002 Q3. Specifically withih FIRE;
securities employment is expected to
fall by alniost 10,000 over the same
period. Given, the high wage in the
FIRE sector, a loss of this magnitude ;
will have an adverse effect on the
other sectors of the economy, with
an additional 16,000 jobs lost in
these other sectors.

I
i

PROFITS, SECURITIES EMPLOYMENT AND FIRE WAGES
The slowdown In the U.S., coupled with a stock market correclion, leads

, to a sharp decline In NYSE msmber-firm profits In 2001, a decline
of FIRE sector wagos and a outback In securities employment.
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In 2003-2005 job growth picks up, though at a moderate rate. The service sector increases by an
average of 34,000 jobs per year. Trade is forecast to grow just over 5,000 jobs per year while TCPU and
construction add 2,000 and'5,000 jobs per year, respectively. By 2004, FIRE is expected to resume growth

. I
' ' ' ' I

Employment In the service sector Is expected to slow In 2001 and
2002 after growing by 4.5 percent per year for the past 3 years.

' The drop will come from ths cyclical components of the service
sector, which Include business services end legal services.

Faneaal

business services. This represents
less than half of 2000’s gains.
Growth in services will slow even
more in 2002 with only 18,000 new ;
jobs added, as the cyclidal
components of the sector - business ;
services, legal services and
consulting and management services
— weaken. The non-cyclical
components, including medical
services, social seryices and
educational services, however, will
continue tp expand. With the
elimination of many e-tailing
companies,/growth in trade will slow
to 5,000 jobs in 2001 and contract by
2000 jobs in 2002. TCPU and
construction are expected to have
modest average gains in 2001 and
2002 of 3,00Q and! 5,000 jobs,
respectively. The national
manufacturing recession will
continue to take its toll on
manufacturing, with an average of
8,000 jobs eliminated per year in
2001 and 2002.
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of about 5,000 jobs per year. The losses in manufacturing will subside somewhat to about 5,000 jobs lost per
year, leaving only a select base of manufacturing jobs in the the City. In summary, private sector
employment grows approximately 42,000 jobs per year in 2003-2005, with government employment

minor compared to the massive losses the City suffered in 1990-1993. Second, in contrast to the 1980si when
over 40 million square feet of office inventory was added in the City, creating a severe over-supply,
developers have been very cautious about building in this latest boom. In fact, since 1995 only 3 million
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The impact on the City’s economy of the slowdown in employment in 2001-2002 will be accentuated by
a decline in wages in the lucrative FIRE sector. Revenues on Wall Street are forecast to decline in 2001 as
the battered stock market has signalled an end to the lucrative dot-com IPO market arid trading commissions,
which have so far held up in the first months of 2001, are also expected to slow. With New York Stock
Exchange member-firm profits expected to fall from a record $21 billion in 2.000.to $5.5 billion in 2001,
normal year-end bonus payouts are forecast to drop more than 50 percent. Eventually, however, job cuts and
lower interest rates should help firms reduce costs and as a result, profits should begin to rebound in 2002,
rising to a respectable $10 billion, and holding essentially steady in the outyears.

; - '/ . ' > ' / I ! ' f
/' Since the FIRE sector accounts for over 30 percent rif the earnings in the City (despite accounting for

only 13 percent of the employment), the drop in bonuses and the associate^ spending will have a ripple effect
on the other sectors as well. Overall wage income, which grew by 11, percent in 2000, will slow to IFa
percent growth in 2001-2002. The anticipated recover^ in Wall Street profits in 2002 will boost year-end
bonuses, pushing wage income growth up to almost 5‘/2 percent per year in 2003-2005. Outsidp of the FIRE
sector, private sector wage income which grew by 10 percent in 2000, will increase by 5’/2 percent per year
throughj2005.; With inflation expected to remain tame in the 214-3 percent range, real wage rates grow at 1-
11/2 percent.

j While 2000 Was quite
spectacular in nearly all aspects of
the City’s economy, few benefited as
much aS Manhattan's commercial
building owners. As overall vacancy
rates feH’belpw 4 percent in the City,
landlords ( in almost every
neighborhood were able to. raise
asking rents nearly 30 percent, an
increase of roughly $13 per square
foot in the primary market to over

i $60 per square foot, and a $9 per
' square foot increase to $40 per
I square foot in the secondary

market^. Although the impressive
' employment growth of the past three

years is expected to subside, the
I City's office market is expected to

hold up well, unlike the downturn
of the early 1990s. First, the
forecast slowdown in employment is

2. Office market data are compiled using statistics published by Cushman‘i& Wakefield.
I
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VACANCY RATES AND ASKING RENTS IN THE
PRIMARY AND SECONDARY OFFICE MARKET

square feet have been added and
there are only around 8 million
square feet of pre-leased inventory
in the pipeline, with an expected
delivery by 2003,

E

Vacancy rates in the primary
market, consequently, are expected
to rise only slightly in 2001 and
2002 before stabilizing in 2003-
2005 at around S percent. Asking
rents also level off, with some
landlords in the tonier buildings
perhaps offering minor concessions
like free rent for some months or
construction cost incentives as
demand tapers off slightly. In the
secondary market, because of a
higher concentration of the high-
tech companies which have already
begun to givd back a substantial
amount of space, vacancy rates will
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elimb to over 7 percent in 2001 and over 8 percent by 2002. Rents are expected to fall back slightly in 2001
and then resume average growth of 3 percent per year in 2002-2005. The run-up in the secondary market,
where in some cases rents for new spaces in up-and-coming office markets like Chelsea and Hudson Square
approached primary asking rents, has ended.

Despite an overall slowdown in the national economy from an incredible run in 1999-2000, the City is
expected to continue to grow, yet at a moderate pace. The lower reliance on the manufacturing sector,(a
diverse serj-ice and financial sector and stable real estate market should enable the City to weather the
national slowdown.
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Asking Rents In New York cKy should stabilize In 2001-2005,
as new Inventory and slower |ob growth ease some of

the demand-driven pressures.

■ Vacancy Rate-Primary- Market, Lefi Scale
■ Vacancy RaieSecondar)' Market, Left Scale

Asking RentS'Primary Market. Right Scale
Asking Rents-Secondary Market, Right Scale
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NEW YORK CITY ECONOMY
Real Gross City Product**

Billions of 1996 Dollars .........
Percent Change .................. ........

Non-Agricultural Employment
Thousands of Jobs...............  .......
Change from Previous Year .......
Percent Change ...........................

Consumer Price Index
All Urban NY-NJ Area ..................
(1982184-100) .............. .
Percent Change ...........................

Wage Rate)
Dollars Per Year .................. .....
Percent Change ................ .

Personal Income
Billi(;ms of Dollars .............. ........ /
Percent Change .................. /

NEW YORK CITY REAL ESTATE MARKET
Manhattan Primary Office Market
Asking Rental Rate***

Dollars Per Sq Ft ../.........,........
Percent Chaiige ................

Vacancy Rate*** .........i.............
Percent .............. ..... .  /........

NATIONAL ECONOMY
Real GDP

Billions of 1996 Dollars .......
Percent Change ....................

Non-Agricultural Employment
Millions of Jobs ............. .
Change from Previous Year ...
Perceiit Change ............. . . . .

Consumer Price Index
All Urban (1982-84=100) ....
Percent Change .......... .

WageRatn
Dollars Per, Year ..................
Percent Change ............

Personal Income'
Billions of Dollars ....... ........
Percent Change ...................

Before-tax Corporate Profits
Billions of Dollars ..........
Percent Change ......... ..........

Unemployment Rate
Percent ....... ;...........

TO-Year Treasury Bond Rate
Percent ,......... . . . .................

' Federal Funds Rate
Percent ....... ........ /.............

Executive Budget 2002
Forecasts of Selected United States and New York City Economic Indicators

Calendar Years 1999-2005

1.Q32

V
5,0

5.i

* Compound annual growth rates for 1970-2000. Compound growth rate for Real Gross City Product covers
the period 1978-99; for NYC wage rate. }975-i999; for NVCpersonal income, 1970-1998.

** GCP estimated by 0MB.
, *** Office market data are based on statistics published by Cushman & Wakefield.
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69.32 72.01
3.2 3.9

36,296 37,971 39,592 41,310

4.8 6.3 (avg)

5.8 8.2 (avg)

5.5 7.4 (avg)

514
3.8 3.0

166.7 172.3 176.8 ' 181.3 185.8
2.2 3.4 i 2.6 2.6 2.5

2000 2001

373
4.8 6.7

42,987 44,696
4.1 4.0 5.3

139.7
2.2
1.6 2.1

1,085
5.2 8.5

207.6
2.8 5.1

45.92 58.52 64.19 64.73
9.7 27.4 9.7 0.8

7,790 8,283 8,674
5.4 6.3 - 4.7

70,010
3.9 6.4 (

54,083 58,027 59,723 61,141 64's06 67,397
3.7 7.3 2.9 2.4 5.5 4.5

8,876 9,320 9,480 9,783 10,169
4.2 5.0 1.7 3.2 3.9

9,639 1 0,181 10,759
5.9 5.6 5.7 7.9

10,575 10,973
4.0 3.8 3.2

128.8 131.4 132.3
2.9 2.6 0.9
2.3 2.1 0.7

4.9 5.2

1970-
2004 2005 2000*

67,19
3.8

3,839 3,885
47,0 46,3
1,2 1.2 -0.0

(

3,621 3,721 3,753 3,760 3,792
92.8 99.8 32.0 7.4 31.6
2.6 2.1s 0.9 0.2 0.8

1'77.0 182.5 186.9 192.1
/ 1.9 3.1 2.4 2.8

2002 2003
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(2.0)Subtotal $22,293 $21,858 ($435)

$23,196 $22,521 ($675) (2.9%)Totd

i
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Increase/(Decrease)
From 2001 to 2002

670
487

(494)

166
88

(494)

504
399

0

2002
Executive

Budget

$8,643
364
325
404

4,766
1,490

359
778

3,710
258
761

STAR Aid
Tax Audit Revenue
Tax R,eduction Program

sr
Amount

$507
9

(41)
(35)

(632)
(316)

2
2

59
(2)
12

'LtXj

Real Property
Commercial Rent
Mortgage Recording
Real Property Transfer
Personal Income/'
General Corporation
Banking Corporation
Unincorporated Business
Sales and Use
Utility
All Other

n.a.
22.1

n.a.

Growth
6^2%
2.5

(11.2)
(8.0)

(11.7)
(17.5)

0.6
0.3
1.6

(0.8)
1.6

Overview

Tax revenue is forecast to increase 4.2 percent in 2001, but declines in 2002 by 2.9 percent.

The robust national recovery and booming financial markets that have marked the latter stages of this
national expansion came to an end in calendar year 2001, Nationally, real GDP growth of 5.6 percent in QI
slipped to 1.0 percent by Q4. Securities industry profits hit a record of $21 billion in 2000, but much of that
was on the strength of an unprecedented $8 billion profit quarter seen as the year began; subsequently, profits
slipped back to S3 billion by the last quarter of the year. Locally* tile New; York City economy also began the
year on a strong note with employment growth averaging 36,000 jobs a quarter for the first half of the year,
but falling to 7,500 jobs a quarter during the second half of the year. A careful analysis of the tax collection
information to datfc suggests that this economic weakening will soon manifest itself in the City’s tax
collections, although the record bonuses on Wall Street have,/to a great extent, obscured the evidence. In
2001, the personal income tax is forecast to grow 11.1 percent (common rate and base), due to a strong bonus
payout, but business tax collections (general corporation tax, unincorporated ^business tax and bank tax) are
expected to rise by only $8 million, reflecting the current weakness in business conditions and the liquidations
of overpayments made last year when business tax collections grew 19.0 percent (common rate and base).
Sales; tax is growing strongly at 7.4 percent (common rate and base) in the City, but outside the City
collections have already begun to weaken. Finally, mortgage and transfer tax collections, while holding up
reasonably well so far, are still off from peak levels achieved last year, dropping 9.2 percent. In all, non­
property taxes are forecast to increase 2.6 percent. Adjusting for the annualization of the clothing exemption,
the mid-year reduction in the personal income tax surcharge, the increase to the STAR program personal
income tax reduction and an increase in Transitional Finance Authority (TFA) retention, results in a common
rate and base growth in non-property taxes of 6.3 percent.

2001 and 2002 Tax Revenue Forecast
($ Millions)

tl
I

F'ial

Id

I 1
t Excludes revenue for TFA debt service of $427.1 million in2001 and $502.6million in 2002.
* The April 4,2001 report, “Tea Revenue Forecasting Documentation" discusses the tax forecasting techniques used in this Executive

Budget. ; 1

I

!

/ \
2001

Forecast
$8,136
/ 355

/ 366 i
■' 439

/ 5,398
/ 1,806

357
776

3,651
260
749
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Property tax collections are forecast to grow 4.4 percent in 2001 after an increase of 2.5 percent in 2000.
The levy in 2001 is up 4.2 percent, compared to 3.4 percent growth last year and accounts for most of the
increase in property tax collections seen this year, or $356 million. Also boosting collections in 2001 is an
increase in lien sale proceeds of $122 million. Part of these increases were offset by increases in tax
expenditures, particularly the STAR program which increased $30 million, and an iiicrease in refunds of $26
million.

The non-property taxes are forecast to decline 6.7 percent in 2002 due to the economic weakness forecast
for the year, an increase in TFA retention of $75 million and the annualization of tax reductions Initiated in
prior years. The full-year impact of the January 2001 reduction in the personal income tax surcharge reduces
revenue by S91 million, while the annualization of the final phase of the STAR program reduces personal
income tax revenue by $145 million. On a common rate and base, the non-property taxes are forecast to drop
4,3 percent Th? forecast drop in securities industry profits from $21 billion in calendar year 2000 to $5,5
billion in 2001, together with a 6,1 percent drop in corporate profits nationally, reduces business tax revenue
by $312 million from the 2001 level, A drop of 1.7 percent in wage incoine for fiscal year 2002, a result of
the reduction in Wall Street bonuses accompanying the severe drop in profits, reduces personal income tax
withholding by $84 million, while a 28 percent decline in capital gains'realizations, based on the recent
declines in stock values, reduces revenue by $280 million. Finally, with reductions in securities industry
profits leading to cutbacks in securities bonus payouts, sales tax growth drops to a below trend rate of 1.9
percent (common rate and base), while the real property transfer tax and mortgage recording taxes decline 8.0
percent and 11.2 percent, respectively. Despite the fall-off in non-prOperty tax growth, real property tax
gjrowth, based ion one of the strongest assessment rolls in years, rises by ;6,2 percent, reducing the drop in tax
revenue (before audits, STAR aid and the tax reduction program) to 2,0 percent.
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The real property tax is projected to
account for 38.3 percent of tax revenue
in 2002, or $8,643 millioti.

Tax Base and Administration: In
December 1981, Chapter 1057 of the
Laws of 1981, comtnonly referred to as
S.7000A, amended Article 18 of the
Real Property Tax Law, significantly
restructuring the tax beginning in 1983.
Prior to that time, a single tax rate was
applied to all taxable real property,
regardless of type or use. With the
enactment of S.7000A, real property was
classified into one of four classes; Class

* '-H
I iSjh

II
It
i Hi

1, consisting of one-, two- and three-family residential property and small Condominiums; Class 2, consisting
of all other residential property including multi-family cooperatives and condominiums; Class 3, consisting of
utility real property; and Class 4, consisting of all other real property, such as office buildings, factories,
stores, lofts and vacant land.

All properties in the City are reassessed each year between June and January. In mid-January a tentative
assessment roll is produced and taxpayers are notified of their new assessment level. Taxpayers may protest
this tentative assessment level by applying to the Tax Commission for a hearing. Owners of Class 2, 3 and 4
properties must file their applications before March 1; Class 1 property owners must file by March 15. The
assessment may be protested because the underlying property is misclassified, or because it is unlawful,
unequal or excessive. Adjustments resulting from this process or from Department of Finance (DOF) changes
by notice are integrated into the final assessment roll, which is normally released in late May,

Properties are not assessed at full market value, but at some proportion of market value. The Class I
assessment percentage has varied over time. It was 18 percent of market value in 1983, but has dropped over
time to eight percent currently. The Class 2 and Class 4 assessment percentage was reduced to 45 percent
from 60 percent in 1985. Class 3 properties are assessed either by DOF or by the State of New York Office of
Real Property Services (ORPS). Prior to 1994, locally assessed property (plant and equipment, known as real

i estate of utility corporations, or REUC) was assessed at 50 percent. Special franchise property*, assessed by
ORPS, used the State equalization ratio,/which fell to 22 percent in 1993. In 1994, a uniform 45 percent

I assessment ratio was adopted for all type? of Class 3 property.

The law also established restrictions on annual assessment increases. Assessments of Class 1 properties
may not increase by more than six percent annually and 20 percent over five years. Class 2 assessment
increases for rental buildings ofTess than 11 units, and since 1994, cooperatives and condominiums of less

: than 11 units as well, are limited to eight percent a year and 30 percent over five years. For all other Class 2
and Class 4 properties there are no annual restrictions on assessment increases. Instead, market value changes
are reflected in changes to actual assessments and are phased in over five years for tax purposes. Both
increases and decreases are phased in. The interim value during the phase-in period is represented by the
transitional assessment. The billable or taxable assessment amount in any given year is the lower of the actual
6r transitional assessment/ Increases that are the result of new construction, demolition, alterations or change
in taxable status (physical changes) are taxable immediately and are not subject to the assessed value caps or
the phase-in requirement. There are no statutory limitations on annual assessed value changes in Class 3.

I

* The right to locate, maintain and operate property in the public domain: special franchises cover not only tangible properly like
pipelines, cabled and other equipment on, below, or over public property, but also the intangible right to use the public right-of-way.

32 ■ h
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Legislative History: Since 1985, a number of administrative and legislative changes have been made to
the taxable base and to the assessment practices. Legislation enacted in 1985 changed the definition of
telecommunications utilities’ (Class 3) taxable property to include central office equipment of competitors of
New York Telephone (now part of Verizon) and AT&T which had previously been exempt or taxed at lower
effective rates. Telephones and other station equipment were also removed from the taxable base to reflect the
increasing volume Of privately owned equipment. The 1985 legislative amendments expired on December 31,
1986 and were replaced in July 1987 by State legislation which implemented a four-year phase-out of taxation
on central office and telecommunication equipment at 25 percent per year, beginning in 1990.

Legislation in 1986 reclassified condominiums of threej stpries of less and built as condominiums from
Class 2 to Class L '

I

In 1987, the State Court of Appeals unanimously upheld Local Law No. 63 of 1986, allowing the City to
, require that owners of income-producing properties with actual assessed value in excess of $40,000 file annual

income and expense statements. Most Class 4 properties and Class 2 properties with more than 10 residential
units (or six residential units and one retail store) were affected. Affejsted taxpayers (except those who
purchase property on or after August !) must file annual income and (expense statements' with DOF by
September 1. Failure to file means denial of a Tax Commission hearing and possible penalty assessment.
Statements need not be filed for condominium or cooperative properties which are completely residential, or
for properties which are wholly tax-exempt or completely owner occupied and operated. Co-ops and condos
with professional or commercial space must file income and expense statements for that space. Also in 1987,
assessment increases for residential rental properties with seven to ten units were restricted to eight percent
annually and 30 percent over five years.

Legislative changes enacted in 1989 reclassified certain types of properties beginning with the 1991
assessment roll. Vacant land in a residential zone or adjacent to residential property with the same owner was
transferred from Class 4 to Class 1 (except in Manhattan below 110th Street). Class 3 land and buildings were
transferred to Class 4, leaving Class 3 only with plant and equipment. Class 2 condominiums with no more
than three residential units, provided such property had deviously been classified in Class 1, were transferred
from Class 2 back to Class 1. As of the 1992 final roll, mixed-use residential/commercial buildings (with
“Mom and Pop” stores), formerly in Class 4, were assessed as residential if more than 50 percent of the
building was residential. Such properties were shifted either into Class 1 (if not more than three units) or
Class 2 (if more than three units). One-family homes on cooperatively-owned land (“bungalows”) were also
reclassified from Class 2 to Class 1. Almost 1,500 summer cottages in Queens and the Bronx were affected

, by this shift.

I Beginning with the fiscal year 1997 roll, telephone company central office equipment and station
equipment (except public telephones) installed in public rights-of-way were exempt from real property
taxation. Also starting in 1997, owners of cooperative and condominium properties began to receive a
reduction in their real estate tax burden. In the case of properties where the average assessment is $15,000 or
less per unit, a tax abatement of 2.0 percent, 16.0 percent and 25.0 percent was granted in 1997, 1998 and
1999, respectively. For properties where the valuation is greater than $15,000 per unit \on average, the tax
abatement in 1997,1998 and 1999 was 1.375 percent, 10.75 percent and 17.5 percent, respectively.

The State enacted School Tax Relief (STAR) program which began in the 1998-99 school year (fiscal year
1999) is designed to provide property tax relief to one-, two- and three-family homes, and to co-ops and
condominiums where the property serves as the primary residence of the owner. An enhanced exemption is
available for senior citizens with incomes less than $60,000. During the first year, the exemption was limited
to properties owned by eligible Senior citizens. The exemption is based on a fixed market value exemption
adjusted'for differences between local and statewide median horne prices, levels of assessment and the portion
of the real estate tax that represents the school tax (for New York City this portion is fixed at 50 percent).

(
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I) Classi Class 2 Class 3 Class 4

|i

City Council's discretion to adjust class shares no longer applicable beginning in 1992.

■
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(3.88)
(0.58) '
(3.22)
(9.15)
(4.95)’

) (2.81)
: (4.36)

(5.00)
(5.00)

0.527
0.532
0.518
0.505
0.490
0.475
0.465
0.467
0.452
0.444

4;80
o 'oo ’

(1.28)
(2.02)
(4.60)
(4.51)
(4.95)
(4.49)
(4.50)

1.25
0.53
1.83
1.96
1.76
2.07
2.49
2.44
3.19

1983 ...
1984 ...

’ 1985 ...
1986 ...
1987 ...
1988 ...
1989 ...
1990 ...
1991 ...

I!

0.135
0.113
0.116
0.119
0.122
0.125
0.127
0.130
0.133
0.135

0.141
0.139
0.134
0.129 ’
0.125 ,
0.122
0.116
0.111
0.109

Class Shares and City Discretion: The City adopts property tax rates annually for each of the four
classes of property. Under the provisions of the Real Property Tax Law, the total levy is apportioned to each
of the four classes by the “class shares” (the portion of the total levy allocated to each class). Once the class
levies are set, the City Council sets the tax rate by dividing the levy for each class by the billable assessed
value for (he class. ,

As originally enacted, S/7000A required that the class shares for the 3981 roll be certified as base
proportions. These base proportions were to be modified periodically by ORPS for relative changes in market

(2.85)
0.00

(0.37)
(0.68)
2.69
0.60
0.58
0.23

(2.18)

0.263
0.260
0.259
0.255
0.254
0.255
0.256
0.257
0.258

1992 .... ...... —■ 0.135 — 0.280 — 0.078
1993 2...  — 0.113 — 0.290 — 0.066
1994 .... —! 0.116 — 0.308 — 0.058
1995^... — 0.119 — 0.316 V 0-059
1996^.......... —• 0.122 — 0.326 , — 0.062
1997^../...... —i 0.125 — ,0.3^6 — 0.064
1998-’.......... 0.127 __ / 0.339 _ 0.069
1999'’........... _i 0.130 _ 0.332 __ 0.071
2000'^...... . _JJ 0.133 _ ; 0.341 r __ 0.074
2001 ......... 0.135 • 0.345 __ 0.076

(7) From 1983-199i} City Council had authority to reallocate the tax levy among the classes, as long as the resulting share
was within five percent of the prior year’s, share (before taking Uto account physical change).

Hi'

Discretionary Class Discretionary Class Discretionary Class Discretionary Class
Shift (%)^ Share ' Shift (,%) Share Shift (%) Share / Shift (%) Share

0.416
0.421
0.42'9
0.434
0.455V
0.466 \
0.478
0.493
0.530

(2) In 1993, State law capped the maximum increase incurrent base proportion over 1992's share to two percent instead of
five percent. Class 2 exceeded the two percent ceiling and the excess was distributed to Class I and Class 3.

(3) State law capped the maximum increase in current base proportion over the prior year’s shares at 2.75 percent for 1995
and 1996 and 2.50 percent for 1997,1998,1999and 2000 instead of five percent. For 1995 -1997 Classes 1, 2 and 3

; exceeded the revised cap. In 1998,1999 and 2000, Classes 1 and 3 exceeded the revised cap. All of the excess was
I distributed to Class 4 for 1995-2000. In 2001,'the State law capped the maximum increase in current base proportion
• over prioryear’s shares at 2.0 percent. Class 1 and 3 exceeded the cap. All of the excess was distributed to Class 4.

vV /
ijfi '
iiij' ■

values among the four classes as well as for physical change. While the adjustment for physical change took
place each year, the first market value adjustment was not scheduled until 1987. At that time legislation ,
postponed-the implementation of market value changes until calendar year 1989 (for use in fiscal year 1990).
This legislation also substituted the 1984 class shares for 1981 base proportions in calculating market value
changes. Legislation passed in the spring'of 1989 amended S.7000A, changing the tiiechanics of the market
value adjustment and further postponing it until 1992 in order to prevent a significant shift in tax burden
towards Class 1 taxpayers in fiscal year 1990. From 1983 to 1991, the City apportioned the tax levy by using

r

0.180 Z
0.180
0.178 -
0.182 -
0.166'
0.157'
0.150*
0.139
0.103

0.280 -
0.290
0*308
0.316
0.326

,0.3^6
/ 0.339

0.332
' 0.341 i . _

; 0.345
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Operating Limit '
($ Millions) '

Fiscal
Year

\ 0.6%
\ 6.6
'11.4

9.0
10.7
10.8
26.6
30.7
31.8
41.1
45.8
57.3
58.5
40.0

i 37.2
21.9
12.0
0.6
1.9

1983
1984
1985
1986
1987
1988
1989
1990
1991
1992 ’
1993 <
1994 I
1995 I
1996 ';
1997 ' i
1998< !
1999 !
2000, V
2001 '

the 1981 proportions, as adjusted annually for physical change. In addition, during this period the City Council
had discretion in setting class shares as long as each class’s share was within five percent of the previous year’s
share.

$15.1
&09.7
,407.6
361.7
476,0
537.2

1,812.2
2,387.8
2,892.9
4,369.0
5,475.1
7,932.9
7,832.6
3,451.2
2,924.0
1,665.5

862.6
45.5

140.4

$2,718.1
3,181.6
3,589.1
4,010.5
4,432.0
4,969.5
6,808.5
7*789.1
9,109.3

16,631.8
11,945.0
'13,853.8

,'13,380.2
; 8,633.4

i' '/,857.2
7,599.7
7,170.3

; 7,268.7
, ' 7,573.1

Since 1992, class shares have been adjusted annually for relative changes in market value (subject to a
“cap” of five,percent over the prior year’s share) in addition to physical change. The resulting shares are called
adjusted base proportions. In 1993 and 1995-2001, State legislation lowered the five percent cap.

Components of the Tax Levy: The 2000 real property tax is the primary source of revenue for the General
Debt Service Fund. Under the State Constitution, the City’s ability toilevy a real property tax for the payment
of principal and interest on the City’s long-term debt is unlimited. There is a limit, however, on the amount of
real property tax/that can be raised for operating purposes. This operating limit is equal to 2.5 percent of the

/ Real Property Tax Operating Limit /

average full value of taxable real estate for the current and prior four years, less payments for City short-term
debt and business improvement district levies. In addition, total debt outstanding including business
improvement district debt may not exteed 10 percent of the five-year average full value. ORPS estimates the
full value as of January 1 for each of the five years of the average. The 1999 market'value survey, which
reflected the second year increase in real estate market values since 1989, was incorporated into the calculation
of 2001 ’s operating limit.

The levy is also divided into a levy for education and for ‘other’ or non-education operating purposes.
Veterans receive a partial exemption on their assessed value for the purpose of calculating the tax they pay for
‘other’ operating purposes. They are, however, required to pay their full share of the levy for education
purposesi.

I Unused Margin
($ Millions) i (Percent)
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Class Tax Rates*

Class 4Class 1' Class 2 Class 3 Average
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$8,950
9.100
9.100
9.100
9.330
9.330
9.452
9.452
9.840
10.888
10.888
10.900
10.694
10.725
10.785
io.849 '
10.961
11.167
11,255

$9,120
9.206
9.255
9.256
9.315
9.434
9.703
9.797
10.135
10.591
10.591
10.366
10.366
10.366
10.366
10.366
10.3^6
10.366
10.366

* Tax Rate per $100 of assessed value.
** Does not include funding for the "Safe Streets, Safe City" program, a niid-year tax increase of 80 for Class 1, 7.40 for

Class 2,12.10 for Class 3 and 80 for Class 4.

$9409
9.237
9.0^

/' 9.051
9.172
9.942

11.289
i2.903
15.079
13.083
12.794
7.404
7.702
7.922
7.840
8.282
8.800
9.398

10.540

$8,950
9.057
9.150
9.150
9.150
9.150
9.272
9.229
9.154
9.885 /
9.910

10.369
10.552
10.807
11.056
11,046
10.739
10.851
10.847

$9,294
9.323
9.460
9.460
9.460
9.460
9.582
9.539
9.924

10.631
10.698
10.724
10.608
10.402
10.252
10.164
10.236
9.989
9.768

rax Rates: From 1983 through 1992, with the tax levy increasing at a rate in excess of the growth in
billable assessed value, the average tax rate rose from $9,120 to $10,591. In 1992, there was a significant shift
in class shares as a result of the introduction of the market value adjustment mechanism. Class 1, 2 and 4’s tax
rates increased significantly while Class 3’s rate declined, reflecting a sizeable drop in its share. Although
there was a commitment to freeze the average tax rate at $10,591 per $100 of assessed value after 1992, class
tax rates continued to change due to the market value adjustment. Class 3’s rate declined considerably in
1994, mainly as a result of a change in the assessment percentage whiqh caused the class’s billable assessed
value to increase dramatically while the Class 3 share decreased proportionally less. The increase in billable
assessed value which did not reflect market value change did not yield additional tax levy, and as a result the
“freeze” tax rate of $10,591 fell to $10,366. In 1998, the 2.50 percent pap further limited the effect of the
market value adjustment oti the share of the levy attributable to Classi 1 and 3. Consequently, Class I’s tax
rate, which would have exceeded $11 per $100 of assessed value under a five percent cap, increased only to
$10,849. Class 3’s tax rate increased to $8,282. The tax rates for Class 2 and 4 fell slightly, to $11,046 and
$10,164^ respectively. In 1999, the 2.50 percent cap limited the Class 1 rate increase to only $0.11. The Class
2 rate declined $0.31 and was unaffected by the 2.5 percent cap. Glass 4 ended up with a $0.07 rate increase as
a result of shifted tax burden from Class 1 and Class 3. In 2000, the lower cap limited the rate increases for
Class 1 and 3 to $0.21 and $0.60, respectively. The Class 2 tax rate was unaffected by the cap and rose by
$0.11. Class 4’s potential rate drop was restricted under the lower cap which limited-the decrease to $0.25. In
2001, the lower cap limited the rate increases to Class 1 and 3 to $0.09 and $1.14, respectively. The Class 2
tax rate was unaffected by the cap and dropped by $0,004 while Class 4’s rate chatiges were restricted under
the lower cap, and the class saw a rate decrease of $0.22.

ii

I
I
Sie-

1983..
1984..
1985..
1986..
1987../.
1988....
1989..
1990........
1991**...,
1992^..
1993f..
19941..
1995...
19^6...
1997..
1998........
1999........
2000'....i...
2001..
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(230.2)
(315.7)
(370.2)
(411.2)
(403.4)
(381.6)
(289.1)
(284.4)
(277.1)
(276.2)
(260.5)
(270.6)

$108.4
109.6
149.7
193.7
227.7
223.1
210.8
240.6
146.8
148.2
127.7
149.2
137.0

$200.6
223.1
169.1
43.9
21.7

119.1
62.2

184.3

Fiscal
Year

(135.0)
(166.4);
(200.2)'
(215.j6
(189)5)
(130.8)
(275.5)
(179.4)
(199.1)
(304.1)
(345.7)
(429.7)

94.9%
94.7
93.7
93.1
92.5
92.7
93.5
92.8
94.1
94.0
92.8
92.8
92.0

($78.9)
^4.1)
(62.7)

(124.3)
' /(107.2)

;(199il)
; (164.2)

(399.7)
(271.4)
(345.1)
(167.2)
(189.4)
(215.0)

I
/

I
I

>6,233’0
6,87>4

' 7,68>3
8.3j'8.8
8,3^15

8,113.2
7,889.8
7,871.4
7,835J
7,890,4
8,099.3
8,374.3
8,730.3

2.45%
3.35
4.11
4.45
4.90
4.97
4(84
3.^7

3.63
3.51
3.41
3.11
3.10

Real Property Tax Collections and Delinquency
($ Millions)

$5,913.4
6,507.1
7,199.2
7,748.4
7,766.1
7,520.3
7,377.4
7,306.9
7,^71.3
7,414.2
7,519.0
7,768.1
8,030.0

1989
1990
199?
1992
1993
1994
1995
1996
1997
1998 i
;i999 )
>000
>00? ’

Tax
; Collection

Tax on Current

Reserve for, Uncollectible Taxes: The property tax levy, approved by the City Council each year, includes a
I reserve for uncollectible taxes. Uncollectible taxes fall into three general categories: delinquency,
' cancellatioris of tax liability due to reductions in assessed value and tax expenditures for a number of housiiig

and econoniic development programs. The improvement in delinquency rates since 1996 is partly due to the
sale of real property tax liens, which prompted delinquent taxpayers to settle their arrears. Current and prior
year tax liens of p06 million in 1996, $100 million in 1997, $79 million in 1998, $145 million in 1999 and
$232 million in 2000 have been sold. Remissions in assessed value, granted by the City Tax Commission
during the summer hearings after the final assessment roll is produced, are reflected in the reserve for
cancellations: These actions represent most of the value of cancellations, which also include reductions
resulting from court decisions and Law Department settlements. '

Each year the City forgoes revenue that it could collect under the basic taxi structure in order to protect
Certain taxpayers or to create an economic incentive for taxpayers to take certain actions that would be
beneficiai to the City as a whole. The foregone revenue is commonly referred to as a tax expenditure.
Generally, tax expenditures are considered to be a targeted preference to a specific group or activity, a clear

i'

Tax
Collection Prior Year

as a (Delinquent
Percentage Tax)

Levy^; Year Levy 2 of Tax Levy Collections

Cancellations,
Net Credits, Delinquency
Abatements, Delinquent as a

Exempt Property as of end Percentage
Restored and of Fiscal of Receivable/

Refunds Shelter Rent Year^ Tax Levy Lien Sale*

(1) As approved by the City Council
(2) Quarterly collections on current year levy. Amounts for fiscal year 1994, 1995 and 1996 are adjusted to eliminate the

effects of the 1994 and 1995 sales of delinquent tax receivables.
(3) These figures include taxes due on certain publicly-owned properly and exclude delinquency on shelter rent and exempt

property restored in 1995 and 1996. j
(4) Net of defective lien reserve and repurchase of prior year defective liens.
(5) Does not include supplemental levy of $61.7 million raised in mid-year for the "Safe Streets, Safe City" program.
(6) Forecdit.

M ’ i , ,
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$9285,0
(600.0)
128.0

(220.0)

$8,593.0

$8,730.3
(700.3)
137.0

(215.0)
$7,952.0

169jl

$7,1004

*

$7,871.4
(640.7)
100.3

(399.7)

$6,931.3

184.3

$8,136.3

* Includes cancellations, delinquency, net credits, abatements, exempt property' restored, shelter rent and STAR.'
** Net of defective lien reserve and repurchase of prior year defective liens.

f=forecast

$7,835.1
(46318)
146.8

■(2171.4)

$7,246.7 ,

$7,890.4
(476.0)
148.2

(345.1)

$71217.5

50.0

$8*643.0

hhi

$8,374.3
(606.2)
149.2

(189.4)

$7,727.9
A

Property Tax Revenue
($ Millions)

Levy
Current Year Reserve*
Prior Year Collections
Refunds

Sub-Total
Receivables/
Lien Sale Proceeds **

Total

$8,099.3
(580.1)
127.7

(167.2)

$7,479.7

exemption to the tax law and specific to New York City.

Real property tax exemptions and abatements, which totaled $1,636 million in 2000, can be grouped into
three general categories: economic development, residehtial and other, which includes utility exemptions.
Economic development exemptions are granted under the City’S| Industrial and Commercial Incentive Program
(ICIP)i the Commercial Revitalization Program and by City and State development corporations. The New
York City Housing Authority is the single largest source of residential exemptions. The remainder of
residential tax relief is provided by'a yariety of legislatively mandated exemption and abatement programs.
The other exemptions are for; certain utility properties, public authority properties and special incentives. The
Comiriercial Revitalization Progrant provides substantial tax relief and is aimed at spuijring economic activity
by encouraging the conversion and/or renovation of obsolete commercial buildings. DOF, which administers
many of the City’s taxes and maintains records, on these expenditures, has aided in the estimation of their value
(see the table following titled: “Estimated Value of Real Property Tax Exemptions and Abatements”),

The reserve for refunds covers reimbursement to taxpayers who have overpaid their tax liabilities, or
whose liabilities were reduced after payment was made. The level of refunds which had risen dramatically in
the mid-90s, reaching a peak of $400 million in 1996, has decreased to $215 million in 2001, as a result of

Forecast.-\ The real property tax revenue forecast foi; 2001 is $8,136 million, a $44 million increase from
the Financial Plan level. The increase resulted primarily from a reduction in the refund forecast of $15 million
and an increase to the prior year delinquent tax collections amounting to $10 million, offset by $1; million
increase in reserve for uncollectibles. Further, the City expects to receive an additional $20 million in
proceeds from a larger pool of tax'liens sold in its regular Spring tax lien sale.

The 2002 property tax revenue forecast is based on the tentative roll which was published on January 12,
2001. Total billable assessed value on the tentative roll increased by $6.4 billion to $90.7 billion, growth of
7.5 percent. The strength in total billable assessed value reflects market value growth of 11.4 percent, which
was strong for all classes. Class 1 properties showed a market value increase of 13.7 percent while Class 2
increased by 10,8 percent. The market value growth for both Class 1 and Class 2 properties in Manhattan
registered the highest growth, at 15.5 percent and 13.8 percent, respectively. Glass 3 properties registered
market value growth of 1.3 percent while Glass 4 market value increased by 9.6 percent over last year. Class 4
growth was fueled by a 10.7 percent market value growth in Manhattan primary office buildings in addition to
secondary office buildings growth of 16.6 percent. This reflects existing strong demand for office space with
no significant increase in supply. The final roll, to be released in May, is estimated to be about $1.0 billion

I?
mI'
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43.9 ' 21.7 ;119;1 62.2

$7,290.6 $7,239,2 $7,598.8 $7,790.1

1997 1998
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1993 1994

$99.3 $111.9$107.1 $105.7 $132.5 $177.7

9.1 9.0

Subtotal ' $468.3 - $446.6 $419/9 $444.1 $523.1,

$312.2 $295.2 $264.0 $241.2 $244.0

12.0 13.8 15.1 17.2 18.2 19.8 21.1 26.7

60.2 60.7 61.0 62.5 63.559.8 91.9 54.1

$1,034.3 $996.9 $984.2 $951.9 $981.7 $1,048.6

$60.7 $42.4 $43.7 $52.0 $64.7$55.2^

$1,616.5 $1,507.6 $1,474.5 $1,430.6 $1,325.1 $1,397.5 $1,481.0 $1,636.4

Source: Department of Finance

t
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3.7
9.1

95.8 ' 80.7 '
1.2 ; ' 0.9

109.3
110.9
171.0

4.0
10.0
9.0

12.0
242.0

$119.7
124.5
37.3
77.9

2.8

70.8
113.8
117.2

10.9
287.4

4.3
11.0
91.8

$50.9
6.2
3.6

5.8
18.5

170.2

60.8
99.5

111.3
11.7

236.6

4.6
16.1

152.7,

I

113.7
52.6
78.3

\ 4.3

Residential Exemptions
Public Housing, Housing Authority* $294.9

13.3
247.9

88.4
112.7
142.2

79.8
66.0

107.6
3.9

59.0
6.7
8.3

14.1

$147.1
127.8
37.7
79.8
18.5

100.2
1.6
8.8

t

i $30.8
6.6
5.0

$38.5
7.8
5.7

$2^1.7
i

'67.9
108.7
103.4

10.3
270.3

$41.3
8.2
5.7

Estimated Value of Real Property Tax Exemptions and Abatements 1993-2000
($ Millions)

3.9
10.1

59.5
105.4
96.5

9.9
257.7

54.9
105.7
78.9
9.8

234.2

$49.4
9.5
5.8

94.2
48.5
77.0

3.7
79.8

2.2 .
8.8

$31.8
6.8
5.1

81.6
47.8
80.0

4.1
54.7

1.3
8.6
3,6

$393.6

2.2
12.6

l\
i

$255.3

54.6
104.6

9.5
252.1

79.5
61.5
84.5
7.4

61.5
1.5
8.7
7.0

j 87.2
s 47.2

76.9
3.4

64.0
1.1
8.7
1.3

$389.1

t
' t

I

Subtotal i

Other Exemptions
NY Pciwer Authority
Jamaica Water Supply
Trust for Cultural Resources

Subtotal ;

TOTAi

Private Housing, Publicly Assisted
J-51 (exemption)
J-51 (abatement)
421-a New Multiple Dwelling
421-b New Private Housing
Other**

Senior Citizen Homeowner
Exemption

Senior Citizen Rent Increase
Exemption (abatement)

Division of Alternative
Management Programs

Veteran Exemption
Co-op/Condo Abatement

3.1
9^8

* Net of Payments in Lieu of Taxes ( pilots) and other miscellaneous payments. '
** “dther" includes miscellaneous State-assisted housing, housing development fund companies, limited dividend housing companies,

redevelopment companies, limited profit housing companies and the Urban Development Action Area Program, net of Payments in
Lieu of Taxes (PILOTS). - .

Notes: \ ,
• The revenue estimates of assessed value exemptions and abatements are calculated by multiplying the exempted (or abated) assessed

( value by the applicable statutory tax rate for each fiscal year.
• Urban Development Corp., J-51^ 421-a and "Other" Residential include commercial and residential properties.
• Totals may not ddd due to rounding.

$964.2 $888.3

1999 2000

L

1997 1998
Economic Development Exemptions

I.C.I.B/I.C.I.P. •
Battery Park City Authority*
Industrial Development Agency*
Urban Development Corp.
Economic Development Corp.*
World Trade Center*
Teleport, Port Authority
Madison Square Garden
Commercial Revitalization Program

$46.5 $47.7

1995 1996

$34.5 $35.5
7.2 ; 7.4
4.8 4.8

, $521.4
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lower than the tentative roll level as a result of Tax Commission actions, DOF changes by notice and the
completion of exemption processing. The 2002 levy is expected to increase by $555 million over 2001 to
$9,285, an increase of 6,4 percent. The estimate foi* the 2002 levy maintains the 2001 average tax rate of
$10,366. '

\.

In 2002, revenue from the property tax is forecast at $8,643 million, an increase of $53 million from
the financial plan level and 6.2 percent growth over the prior year. The increase in the 2002 forecast reflects a
$25 million increase in the levy, an increase in the net lien sale proceeds of $13 million, an increase in prior
year delinquency collections of $5 million and a reduction in the refunds forecast of $10 million. The value of
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COMMERCIAL RENT TAX COMMERCIAL RENT TAX 1992-2002

800

700

300

Base Rent Tax Rate
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$0 to $2,499
$2,500 to $4,999
$5,000 to $7,999
$8,000 to $10,999
$11,000 or over

)tn
5 a '
ior /
of

The commercial rent tax is projected
to account for 1.6 percent of tax revenue
in 2002, or $364 million.

2.50%
5.00
6.25
7.00
7.50

whose base rents are in excess of $150,000 but less than $190,000 receive h sliding-scale credit

Legislative History: The commercial rent tax was first imposed on June 1, 1963 at a rate of five percent
on base rents of $2,500 and over. On June 1, 1970, a graduated rate schedule was adopted:

Beginning in 1996, the base rent exemption was raised to $31,000 in central and lower Manhattan and
$44,286 elsewhere, at an estimated cost of $28 million. In addition, primary tenants became eligible to deduct
the rent received from sub-tenants, even if the sub-tenant was exempt from tax. This legislation also raised the

w

Tax Base and Rate: The commercial
rent or occupancy; tax is imposed under
Chapter 7 of Title 11 of the New York
City Administrative Code, on the rental
of space in New York City for
commercial or professional purposes.
The tax is levied only on tenants who
rent space in Manhattan south of 96th
Street at an effective rate of 3.9 percent.
Tenants whose base rents are less than
$150,000 per year do not pay tax; those

------------- -------——---------- ,------------- -------------------------------- -H

In 1977, the City began a tax reduction program that effectively reduced the tax rate by 20 percent over
four years.; The maximum rate was reduced to 6.75 percent as of June 1, 1977, to 6.375 percent in 1980 and to
six percent i'n 1981. Effective June 1, 1981, a tenant whose annual base rent was less than $5,000 was exempt
from the tax. The base rent exemption was increased to $8,000 on June 1, 1984 and to $11,000 on Decerriber
1,1984. ;

In 1985, the City instituted a tax reduction program which lowered the commercial rent tax for taxpayers
in ceirtain locations. As of January 1, 1986, the base rent for taxable premises located in Manhattan north of
96th Street and in the Bronx, Brooklyn, Queens and Staten Island was reduced by 10 percent. The base rent
was reduced by 20 percent as of June 1, 1987, and by 30 percent as of June 1, 1989 for a total reduction worth
$34 million in 1995. In 1994, a 25 percent tax credit was granted to taxpayers located in Manhattan below
96th Street whose base rent was between $11,000 and $14,000, and to those located north of 96th Street in

, Manhattan and in the other boroughs whose base rent was between $15,715 and $20,000, The cost of this
credit was $2.5 million. In 1995, this credit expanded to a full exemption for taxpayers with base rent up to
$21,000 in central and lower Manhattan and up to $30,000 elsewhere. The estimated cost of this exemption
was $28 million. !

600I-
‘’400

200 I--- L_——.U--- L__J--- --- --- --- ---
1992 1993 1994 1995 1996/1997 1998 1999 2000 2001 2002

/ f?iscal Year
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base rent exemption for tenants located in Manhattan south of 96th Street to $40,000 in 1997, and allowed a
sliding scale of Credit for base rents ranging between $40,000 and $59,999, and completely eliminated the
commercial rent tax in the rest of the City. However, legislation passed in 1995 accelerated the effective date
of these changes to September 1, 1995. The 1995 legislation further allowed tenants to reduce rent subject to
the tax by 15 percent for the tax period March 1, 1996 to May 31, 1996, and by 25 percent for tax years
beginning on or after June 1, 1996, bringing the effective tax rate down to 5.1 percent as of March 1, 1998 and
to 4.5 percent as of Jupe 1,1998.

For tax years beginning on or after June 1, 1997, tenants iwith annual base rents of less than $100,000
were made exempt from tax, and a sliding scale of credit was allowed for base rents ranging between
$100,000 andi$14O,0OO. From September 1, 1998, tenants were allowed to reduce their base rent subject to
tax by 35 percent, bringing the effective tax rate further down to 3.9 percent.

Effective December 1, 2000, the base rent exemption was further increased to $150,000 with a sliding
/scale of credit up to $ 190,000. The estimated cost of this increase is $8 million in 2001.

Under the Commercial Revitalization Program, qualifying teiiants in the lower Manhattan abatement zone
are eligible for a three- or five-year special reduction to their commercial rent tax liability. The tax reduction
period is determined by the number of employees the tenant employs, the length of the initial lease term and
the lease execution date. ।

Forecast: The 2001 commercial rent tax revenue forecast has been decreased $8 million to $355 million,
groivth of 3.2 percent over 2000. The 2002 commercial rent tax revenue forecast has been decreased $18
minion to $364 million, growth of 2.5 percent over 2001. These forecast changes result from the part-year and
full-year costs of the recently enacted increase in the base rent exemption. Before the impact of this and earlier
tax reductions, revenue is forecast to grow 3.2 percent in 2001 and 2.5 percent in 2002 on continued high
occupancy and firm asking rents.
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MORTGAGE RECORDING TAX 1992-2002

Mortgage Recording Tax Rates

Distribution of Revenue

, 1.000 1.125 1.125

2.000% 2.125%
Ke'
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0.500%
0,500

Commercial
Mortgages of

$500,000 or More
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State Ta^ces
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MTA/SONYMA
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Tax Basie and Rate: The mortgage
recording tax is imposed on the recording
of real estate mortgages in New York
City. The tax rate ranges from 1.0
percent for; mortgages securing a debt of
under $500,006 to 1.75 percent for
commercial mortgages securing a debt of
$500,000 or more. In addition, the State
imposes a 1.0 percent tax, half of which
is dedicated to the Metropolitan
Transportation Authority (MTA) and the
State of New York Mortgage Agency
(SONYMA).

J , : ;

on,
b
md
lifer
igh

, Legislative History: The City’s mortgage recording tax revenue is composed of two separate taxes, one
levied by the State and the other a City tax established by local law under State authority. The State mortgage

I recording tax wasl established in 1906 at a rate of 0.5 percent on the amount of the mortgage. The tax was
I imposed statewidfe, with the law calling for the proceeds to be paid to county treasurers ip counties outside of

New York City, and in the case of New York City, to the general fund,

In 1969, a surcharge of 0.25 percent of the amount of the mortgage was added to the statewide tax. Inside
the MTA region, the proceeds from the tax were required to be paid to the MTA. Counties outside the MTA
region were given the option to suspend the surcharge by local law.
I' ' \ J ; .... ;

In 1979, another 0.25 percent surcharge was imposed, with the funds dedicated to SONYMA. Taxpayers,
however, were allowed to credit payments of this surcharge against their liability for the State general
corporation tax, personal income tax or banking corporation tax. In 1987, the State Legislature amended this
second surcharge so that the MTA receives tax revenue from mortgages made on one- to six-family homes

450

400

350

3 300
I 250
*>200

150

100

50
1992 199? 1994 1995 1996/1997 1998 1999 2000 2001 2002

I fiscal Year

City Tastes
NYp General Fund
NYpTA, Paratransit and
Franchised Bus Operators

Ibtal
I

mortgage RECORDING TAX
I

The mortgage recording tax is
projected to account for 1.4 percent of
tax revenue in 2002, or $325 million.

Mortgages of
$500,000

All Mortgages or More on 1,2
Under $500,000 & 3 Family Homes
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within the MTA region. In addition, the credit provision was altered to allow taxpayers to take payments as a
deduction against taxable income rather than as a credit against liability.

The New York City mortgage recording tax dates from 1971, when the rate was set at 0.5 percent on the
amount of the mortgage. In 1982, the tax was increased for mortgages securing a debt of $500,000 or more.
For these large mortgages, the rate on one-, two- and three-family homes was increased to 0.625 percent; on
other large mortgages, the rate was increased to 1.25 percent. Half of the collections from large nonresidential
mortgages were paid to the City’s general fund, and the other half was dedicated to the New York City Transit
Authority (NYCTA), the City paratransit system and certain private bus operators franchised by the City.

Effective July 1, 1989, several “loophole-closing” provisions were enacted with regard to the City and
State mortgage recording taxes. The provisions: (1) permit the aggregation of related mortgages for the
purpose of determining whether the higher rates apply; (2) require payment of the City’s tax if the lien of a
mortgage recorded outside the City is “spread” to realty located in the City; (3) treat an assignment of rents,
given as security for an indebtedness, as a mortgage for purposes of the tax; (4) eliminate the practice of
securing new debt under a previously recorded, but since repaid, mortgage by requiring that a certificate of
discharge be issued when a mortgage has been repaid; (5) limit the “condominium credit” to initial sales of
condominium units only if the first unit in the project is sold within two years from the recording date of the
construction or blanket mortgage, or if the proceeds of a blanket mortgage were used to purchase the
condominiuin property or, if the purchase occurred no more than two years before the declaration of the
condominium; and (6) increase the rate of interest payable on underpayments and overpayments and increase
nonpay ment^penalties.

Effective August 1, 1990, the New York City mortgage recording tax was raised across-the-board by 0.5
percent. Total revenue dedicated to the general fund from both State and City mortgage taxes is based on a tax
rate of 1.5 percent for mortgages under $500,000 and 1.625 percent for all mortgages of $500,000 or more.
The combined City and State mortgage recording tax rates for mortgages recorded in New York City are 2.0
percent for mortgages under $500,000, 2.125 percent for residential mortgages of $500,000 or more, and 2.75
percent for large commercial mortgages. \

Beginning in 1996; credit line mortgages (i.e. mortgages which allow a series of advances, repayments,
and readvances) under! $3 million are not subject to additional mortgage recording taxes. Previously, this
advantage was available only to credit line mortgages on owner-occupied one- to six-family homes.
Readvances under other mortgages remain taxable. ;

Forecast; The mortgage recording tax revenue forecast has been raised $44 million to $366 million in
2001, a decline of 9.3 percent from the near record collections seen in 2000 when residential real estate
activity and refinancings peaked during the first quarter of calendar year 2000. As interest rates rose
significantly through the year, collections from such activity further slowed. Dramatic reductions in interest
rates in calendar year 2001 thus far have led to an increase in refinancings. Despite this, the continuing
economic slowdown is expected to keep collections from residential transactions below the high levels seen in
1999 and 2000. Collections are forecast to continue declining through 2002 as the national slowdown is felt
locally. Residential activity is forecast to rebound in 2003 through 2005, with growth of 10.0 percent, 4.7
percent, and 5.9 percent, respectively, as economic recovery coupled with low interest rates stimulates demand
for residential mortgages.

New York City witnessed record high commercial real estate activity in 1999 and 2000. As the
commercial market slows in tandem; with the national economy, collections from commercial mortgages are
forecast to decline 5.3 percent in 2001. Mortgage recording tax receipts in 2002 are expected to decline 16.2
percent to $135 million as investors delay large real estate transactions until the economy resumes growth.
Commercial activity is forecast to rebound in 2004, resulting in average growth in commercial mortgage
recording tax collections of 5.0 percent through 2005. ;

' ! ! ' '
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REAL PROPERTY TRANSFER TAX REAL PROPERTY TRANSFER TAX 1992-2002

and for commercial sales of $500,000 or less, the rate* levied is 1.425 percent. For largethan $500,

Real Property Transfer Tax Rates

IS
Distribution of Revenue

0.400% 0.400% 0.400%11

1.000 1.425 1.625

1.400% 1.825%
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no

1.000
3.025%

The real property transfer tax is
prcjected to accourit for 1.8 percent of

i j tax revenue in 2002, or $404 million.

Commercial
Sales

over $500,000

* The State real estate transfer tax includes an additional tax of one percent on residential transfers valued at over $1 million.

Legislative Histoty: The real property transfer tax became effective in 1959. In 1982, the tax was raised
from the initial rate of one percent to two percent for trarisfers with a sale price of $500,000 or more, with the

' revenue from the rate increase dedicated to the NYCTA, paratransit and certain private bus operators
franchised by the City. At the same time, the base of the tax was expanded to include leasehold transfers and
to disallow the deduction for continuing liens. j

commercial transactions, the tax is 2.625 percent of the sales price or consideration. These rates went into
effect August I, 1989. Of the tax collected from large commercial transactions, 38.1 percent goes to a special
fund for the New York City Transit Authority (NYCTA), the City paratransit system and certain private bus
operators franchised by the City, This amounts to a rate of one percent of the consideration on these
transactions. The State also imposes a real estate transfer lax on deed recordings at a rate of 0.4 percent.
Current State and local tax rates on transfers in New York City are presented below.

1992 1993 1994 1995 1996, 1997 1998 1999 2000 2001 2002
/ , fiscal Year

' I. \

StateThx
NYS General Fund*

CityTkx
NYC General Fund
NYCTA, Paratransit and
Franchised Bus Operators

Tbtal I

500

450

400

§300

<^250

200
150
100

\ Commercial Sales
, Residential of $500,000 or Less and

Sales of $500,000 Residential Sales
or Less over $500,000

f Tax Base and Rate: The real
p property transfer tax is imposed on

each deed at the'time of transfer from
t the seller to the buyer. The tax is
’ payable by the grantor, normally the
1' seller. If the grantor is exempt from the

tax, it is payable by the grantee. The
rate is 1.0 percent of the sales price for
residential properties of $500,000 or
less. For residential properties of more
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Collections from residential activity are expected tp fall in 2002 to $246 million, a decline 8.5 percent, and
then rebound in 2003 as economic conditions stabilize and improve. Commercial real estate activity is
forecast to decline even further in 2002 as businesses scale back their investments in expensive commercial
real estate. Both cbmmercial and residential real estate transaction activity is expected to pick up slightly in
2003 as interest rates remain low and the national economy continues to improve.

I
('

: I

through the third quarter of calendar year 2000. Real property transfer tax revenue from residential activity is
expected to reach $269 million in 2001, down only 1.8 percent from the record high levels of 2000.

I

I iI'
If?l

(ii:
[hi
&

hi

Legislation further expanded the base beginning in 1987 by including transfers of a majority interest in an
entity which owns real property in New York City (the “Pan Am” tax). Only the value of the property is
taxable, not the value of the entire interest. This change was enacted to prevent avoidance of the tax when a
transfer takes place but formal [ownership of the property remains unchanged. Initial transfers of cooperative
apartirient units and all transfers of cooperative apartment units used for business purposes were also made
subject to the “Pan Am” tax,

) ' ' [ ' [
In August 1989, general fund revenue was increased by raising the transfer tax rate from 1.0 percent to

1.425 percent for commercial transactions of $500,000 or less apd residential transactions of more than
$500,000. For commercial sales with consideration greater than $500,000, the tax rate rose from 1.0 percent
to 1.625 percent., The same legislation expanded the tax base to include resales of residential cooperative
apartihents, the remaining category of untaxed cooperative transactions.

■' ' ./ ■ y ' /

Jn June of 1994, a State law was passed which provided a temporary 50 percent reduction in the rate of the
real'property transfer tax for certain transfers to newly organized Real Estate Investment Trusts (REITs). This
provision is now permanent. In addition, a 50 percent reduction is applicable to transfers to pre-existing
REITs occurring between July 13, 1996 and August 31, 2002, provided the transferor receives and retains for
at least two years an ownership interest in the REIT. Starting July 1, 1997, a deduction on the real property
transfer tax payable on the transfer of a one- to three-family home, or an individual residential co-op or condo
unit, is allowed'for the amount of any mortgage assumed by the transferee.

Forecast: The real property transfer tax revenue forecast has been raised $22 million to $439 million in
2001, a decline of 9.2 percent over 2000. The decline in collections is mostly attributable to a slowdown in
commercial real estate activity. Collections from commercial transactions ate forecast to slow to $170 million
in 2001, a decline of 18.6 percent from 2000’s record highs. This slowdown parallels the national economic
slowdown and follows the increases in interest rates beginning in the third quarter of calendar year 1999

][sr
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Taxable income is derived by subtracting
the New York deduction arid New York

$12,000
25,000
50,000

2.73%
3.32 '
3.37
3.65

2.73%
3.32
3.37
3.65

Rate i^Chedtile for Single Filers
If net income is: \

E
L'
S

Rate Schedule for Joint Filers
If net income is:

2.73%
3.32
331
3.65

Rate Schedule for
Head of Household Filers
If net income is:

eq

From 1971 through June 30, 1999, an earnings tax was levied on nonresidents’ New York City source
income at a rate of 0.45 percent on wages and 0.65 percent on net earnings from self-employment. From 1966
through 1970, the earnings tax was levied at 0.25 percent on wages and 0.375 percent on net earnings from
self-employment. The tax was eliminated by the State legislature, effective July 1, 1999.

exemptions from New York AGI. Taxpayers may claim; the New York standard deduction of the New York
itemized deduction (Federal amount subject to New York modifications). High income taxpayers are subject
to percentage reductions ;in their New York itemized deductions. Finally, taxpayers are allowed a flat
exemption amount for each dependent. There are different tax rate schedules for single, head pf household,
married taxpayers filing jointly and married taxpayers filing separately. These separate schedules were
introduced in 1987. The current top marginal rate is 3.65 percent. In addition to the base tax, taxpayers who
make extensive use of tax preferences are liable for a tax of 2.5 percent on their New York minimum taxable
income.

$ 0
21,600
45,000
90,000

$ 14,400
30,000
60,000

i

$ 0
12,000
25,000
50,000

S 0
12,000
25,000
50,000

$ 0
328
759

1,601

$ 0
393
911

1,922

$ 0
14,400
30,000
60,000

PERSONAL INCOME TAX 1992-2002
6 -------------- ------- ------- ------- -------r-

$ 0
590

1,365
2,882

0 ------L__l------ ------ ----- ------------- ------ ------ ------
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

j Fiscal Year
Note: Personal income tax revenue after Transitional Finance Authority retention.

■i

PERSONAL INCOME TAX
! ;

The personal ineoine tax is projected
to account for 21.2^ percent of tak
revenue in 2002, or $4,766 million.

$ 0
14,400
30,000
60,000

$ 0 $21,600
21,600 45,000
45,000 90,000
90,000

t Tax Base and Rates: The personal
I- income tax is imposed on the taxable
i; income of resident individuals, estates

and trusts. The starting point for
determining taxable income is Federal
adjusted gross/income (AGI). This
amount is adjusted for statutory
modifications to yield New York AGI-

i i But Not
' Over Over

' Ofthe
Pay Plus Amount Over
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Standard Deductionpi

$7,500 for individual, $ 10,500ifor head of household,None for taxpayers.2001
$1,000ifbr each dependent $ 13,400 for joint filers, and $3,000 for dependent taxpayers

1997-00 $7,500 for individual, $10,500 for head of household.None for taxpayers.
$1,000 for each dependent $ 13,000 for joint filers, and $3,000 for dependent taxpayers
Same as above1996 /

1995 Same as above

1989 - 94 Same as above
7

1988

1987

(
1986

1985 Same as above

]

!

B!
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Legislative History: New York City has imposed a personal Income tax on residents and nonresidents
since 1966 at various rates. The values of the dependent or personal exemptions and standard deductions have
also varied as shown in the following table.

)
I
i
1

$750 •
Same as above

New York Dependent or Personal Exemptions
and Standard Deductions, 1966-2001

$900
(Available for taxpayers
and each dependent)
$850 ,

$700 j
$650
Same as above

5
£

C

t

$2,600 for individuals, $3,000 for married couples
and heads of househol^^
$2,500 for individuals, $2,750 for married couples
and heads of households
17% of AGl subject to a minimum of $ 1,500
($2,000 for married couples) and a maximum of $2,500
Same as above
16% of AGI subject to a minimum of $ 1,400
($1,900 for married couples) and a maximum of $2,400
Same as above
Same as above
15% of AGI subject to a minimum of $1,000
($1,500 for married couples) and a maximum of $2,000 \
Por all taxpayers 10% of AGI or $1,000, whichever is less

F
a
s
I
3
t

5

(
!

<
t
I

<
1

j
!

$7,400 for individual, $10,000 for head of household,
$ 12,350 for joint filers, and $2,900 for dependent taxpayers
$6,600 for individual, $8,150 for head of household, >
$10,800 for joint filers, and $2,800 for dependent taxpayers
$6,000 for individual, $7,000 for head of* household,
$9,500 for joint filers, and $2,800 for dependent taxpayers
$5,000 for individual, $6,000 for head of household,
$8,500 for joint filers, and $2,800 for dependent taxpayers
$3,600 for individual, $4,600 for head of household,
$5,300 for joint filers, and $2,800 for dependent taxpayers

For 1982 through 1984, the City imposed a temporary surcharge on the personal income tax of every City
resident, estate and trust. For calendar years 1982 and 1984, taxpayers with City adjusted gross income below
$15,000 paid no surcharge. Taxpayers with adjusted gross income between $15,000 and $20,000 paid a
surcharge of 2.5 percent of their tax liability, and taxpayers with adjusted gross income above $20,000 paid a
five percent surcharge. For tax year 1983, the surcharge rates were doubled.

' , ' i

1982 - 84 $800 ; J

1966-75 $600

-

IS
Si:I

Tax Year Exemption

1981
1980 /;

i
1979
1978'
1976;-77

■

, Same as above
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Both the Federal and State changes significantly altered the definition of City taxable income. Since the
City’s personal income tax base was broadened, the City would have received a “windfall” if it had taken no
action. The New York City Tax Reduction Act of 1987 was enacted to return this windfall to taxpayers and
reducci income taxes for fiscal year 1988 by an additional $75 million. The City’s five-year tax cut plan was
designed to conform to State actions and combined new rate schedules and a low-income credit with the
modified definition of taxable income. In 1987 the City introduced new rate schedules for single taxpayers,
joint filers, and heads of households. Each schedule had six brackets rather than the 14 used in 1986. At the
same time the top rate was reduced to 4.1 percent. By 1991 the legislation would have reduced the top rate to
3.4 percent and the number of tax brackets to four. A 0.5 percent credit for net capital gains income and a
two-eamer married couple deduction were transitional measures only in effect during tax year 1987.

The most significant changes to the law were large increases in the standard deduction and the
Introduction of a household credit to replace the low-income exclusion. For a joint filer with two dependerits,
these changes raised the threshold below which no tax is due from $11,000 in calendar year 1986 to $14,025
in 1987, $15,550 in 1988, and $16,046 in 1989 and 1990. Imposition of the 14 percent increase in 1991
lowered thje threshold to $15,484 from 1991 to 1994. The taxable threshold increased again in 1995 to
$16,691 and in 1996 to $17,499, as a result of increases in the standard deduction. An increase in the base

(I rates in 1997 lowered the threshold to $15,001 from 1997 to 1998. The taxable threshold grew to $16,164 in
1999 as a'fesult of the STAR program. The taxable threshold grew to $17,831 in 2000, the result of the full-

> year impact of the StAR program. In ^001, the taxable threshold grew to $19,999, the result of the last year
of the STAR tax cut, the cut in the 14 percent surcharge and the increase in the joint filer standard deduction.

Finally, progressivity was also enhanced by placing limitations on the amount of itemized deductions
allowable for New York purposes. For single filers with New York adjusted gross income over $100,000 and
joint filers with New York adjusted gross income over $200,000, itemized deductions were reduced up to 20
percent in 1988 and up to 50 percent beginning in tax year 1989.

As part of New York State’s budget for fiscal year 1990-91 the last two years of the five-year tax
reduction program were postponed. The legislation retained the 1989 tax rate schedule, standard deductions
and the household credit for 1990. The scheduled phase-in of tax rates and deductions was to be completed by
1994. In order to avoid distortions in tax burdens which would result from coupling the City’s 1990 rate
schedule with the State’s 1989 deductions, the City also retained its 1989 rate schedule for tax year 1990.
Changes to the City rate schedules were made for tax years 1991 through 1994 in proportion to changes the

In 1985, New York State enacted a tax cut to be phased in over three years. Standard deductions and
personal exemptions were raised, marginal tax rates were reduced, the real property tax credit was increased
and a new benefit for married taxpayers called the “family adjustment” was introduced. Only changes to the
standard deductions and the personal exemption flowed through to City tax liability. The standard deduction

i became a flat amount instead of being calculated as a share of adjusted gross income. It was to increase from
$2,500 in 1985 to $2,800 in 1987 for single taxpayers and from $2,750 in 1985 to $3,800 in 1987 for married
couples and head pf household filers. The personal exemption was to increase from $800 to $900. The final
year of this program, 1987, was superseded by subsequent tax reform legislation.

The Tax Reform Act of 1986 substantially altered the Federal personal income tax code. The definition of
i gross income, the deductions and exemptions allowed in the computation of taxable income, and the rates

applied to such income were altered. Because State law conforms to Federal definitions of income and
deductions, the; State tax base was significantly broadened.; In response, Ney/ York State altered its tax code in
April 1987. The State legislation phased in a tax cut and ^restructuring of die tax over five years beginning in

/
/1
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$482

$566

$410
$486

State made to the standard deductions. For tax years 1991 through 1994, changes to the State’s tax rate
schedule, standard deductions and household credit were deferred. Consequently, the City retained the rate
schedule in effect in 1990 for tax years 1991 through 1994.

$ 90
320

Components of the 12.5 Percent Surcharge:
Criminal Justice Account
General Fund

s
I

I

$185
297

’ I

12.5 Percent Surcharge Total

14 Percent Increase

I 368 _ _ _
n ___ ___ ___

$368' — — —
$585 $560 $552 $456

Beginning ip tax year 1991, the City imposed a three-year 14 percent income tax increase on City
residents, increasing the top rate from 3.91 percent to 4.46 percent through tax year 1998. Low income
taxpayers were not exempt from the increase. The increase lias been extended four times, in 1993, 1995, 1997
and 1999. Legislation in 1999 extended the increase,through tax year 2001. i

Federal tax law chaiiges, to which State law conformed, have also altered the City’s income tax. Effective
for tax years beginning in 1991, taxpayers with AGI exceeding $100,000 were subjected to percentage
reductions in their Federal itemized deductions. The $100,000 threshold is adjusted annually for inflation.
Regulations issued by the State provide that the Federal limitation also applies in calculating New York State
t^able incomeki Another Federal law change, to which the State conformed, revised rules governing payment
of estimated taxes by certain high-income filers. Beginning in tax year 1992, these taxpayers were no longer
allowed the “safe harbor” of submitting the'same tax paid the previous year; estimated payments needed to
equal at least 90 percent of their current year liability. This required taxpayers to calculate tax liability on a
quarterly basis and “pay-as-you-go.” The Omnibus Budget Reconciliation Act of 1993 again revised Federal
pies governing estimated tax payments and the State enacted conforming legislation for the State and City for
tax year 1994. The new rules repealed the “pay-as-you-go” requirement and allowed all taxpayers with New
York adjusted gross income over $150,000 to pay estimated taxes based on either the safe harbor of 110
ptirefent of the previous year’s liability^ or 90 percent of current year liability. The legislation also reduced the
period within which refunds must be made without payment of interest from 90 to 45 days after the due date
for final returns. . \ ,

As part of New York State’s budget for fiscal year 1995-96, the State enacted an enhanced version of the
1987 tax cut which had been on hold since 1990. For tax years 1995 through 1^97, the State reduced its tax
rates, increased standard deductions and the earned income credit, and reduced the number of tax brackets.
The City rates effective for 1997 and 1998 reflected the City Tax Reduction Act of 1987, the 12.5 percent
surcharge effective 1990 through 1998 and the 14 percent increase enacted in 1991.

Effective for tax years 1990, 1991, and 1992, the City imposed a temporary income tax surcharge on City
residents. The top rate was increased to 3.91 percent from 3.4 percent. Single taxpayers with AGI below
$15,000, manied taxpayers with AGI below $25,000, and heads of households with AGI below $16,500 were
not subject to the surcharge. In February of 1991, the “Safe Streets, Safe City” program was signed into law.
Part of the program’s ftinding came from the extension of this surcharge for tax years 1993 through 1996. The
surcharge subsequently was extended through tax year 1998, and ^as then allowed to expire.

Personal Income Tax Increases
; (SMillions)

/ , / ' 1997 1998 1999 // 2000 2001 2002
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($256)
(380)

($256)
(405)

It

STAR Program:
Credit
Rate Cut

f
b

State Sponsored Personal Income Tax Reductions
($ Millions) '

/
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Also in 1997, the State enacted legislation enabling the City to establish a credit against the resident
personal income tax for owners of unincorporated businesses for a portion of their distributive share of
unincorporated business tax liability, effective beginning with tax year 1997. The credit is based on a sliding
scale, and ranges from 65 percent of unincorporated business tax liability for taxpayers with NYS AGI of
$42,000 or less, down to 15 percent of liability for taxpayers with NYS AGI of $142,000 or more.

Beginning in 1998, personal income tax cash flow to the City has changed with the introduction of the
i TransitionEil Finance Authority (TEA). The TEA gives the City an additional financing vehicle to meet capital
' commitments beyond the constitutional debt limit, which is based on the market value of real property. The

new authority has first claim on personal income tax revenue to meet its debt service and administrative costs,
with the remaining personal income tax revenue to be distributed to the City by the end of each month.

On May 17,; 1999, the State L,egislature passed, and on May 27, 1999 the Governor signed into law a
selective repeal of the City ’s nonresident earnings tax, limiting the nonresident earnings tax to commuters who
live outside of New York State, effective July 1, 1999. Recognizing that this selective application of the City
nonresident earnings tax posed possible constitutional problems, the legislation provided that if the exemption
of State residents from the tax Was found unconstitutional, the entire tax would be repealed effective'July 1,
1999. After passage, individuals from New Jersey and Connecticut, and the State of Connecticut filed
complaints against New York State, arguing that selective imposition of the nonresident earnings tax violated
the Privileges and Immunities Clause, the Commerce Clause, and the Equal Protection Clause of the United
States Constitution. Additionally, the City filed a complaint against New York State seeking a declaration that
the legislation violated the home rule provisions of the New York State Constitution. The New York Supreme

t
r
f
I
I
r
I
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credit for resident filers. The top marginal rate for residents declines in steps from 4.46 percent in 1998 to
3.65 percent in fax year 2001. The State reimburses the Cltyifor the foregone personal income tax revenue.
As part of New York State’s budget for fiscal year 1998-99, the State accelerated the STAR program credit
against the City resident personal income tax for senior citizens. Beginning with tax year 1998, seniors
receive a credit'of $125 if they file jointly and $62.50 if they use other filing statuses. Non-seniors received a
credit of $12 ih tax year 1998, and the credit increases to $125 for joint filers and $62.50 for other filers by tax
year2001. ' /

I In July of 1997, the State’s Tax Appeals Tribunal issued a ruling changing the calculation of State
r itemized deductions for certain high-income taxpayers subject to the Federal limitation on itemized
Il deductions. The new calculation decreases the amount of State and City taxes subtracted from Federal
’ itemized deductions for these taxpayers, increasing State itemized deductions and lowering their taxable

income. This is estimated to reduce City liability by approximately $20 million per liability year.

As part of New York State’s budget for fiscal year 1997-98, the State enacted the School Tax Relief
program (STAR) to provide education aid and tax relief to localities. In addition to reductions in the property
tax, the STAR program reduces City personal income tax liability through both a rate cut and a refundable

($256) ($256)
(304) (351)

($560) ($607)STAR Program Total ($85) ($200) ($415)

($85) ($131) ($191)
(69) (224)

1999 2000 2001 2002, 2003 2004 2005

« 1
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Capital Gains

Business Income

Distribution of Liability: A sample
of 1998 tax returns reveals that the
majority of resident returns were filed by
taxpayers with adjusted gross income
less than $50,000 (see charts on this
page). However, the 24 percent of

tr
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Court and the Appellate Division found
that the law violated the Privileges and
Immunities Clause and the Commerce
Clause of the United States Constitution.
The courts also ruled against the City,
finding that the law did not violate State
constitutional home rule requirements.
The decisions were appealed by the
State and City to the Court of Appeals,
the State’s highest court. On April 4,
2000, the Court of Appeals upheld the
lower court’s decisions. This decision
activated the provision in the State’s
legislation to extend the repeal to out-of-
state nonresidents, retroactive to July 1,
1999.

' Income Class ($ OOOs)
Source: NYC Deparpnent of Finance, Office of Tax Policy

COMPONENTS OF INCOME
New York City Resident Returns—Tax Year 1998
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Income Class ($ OOOs)
Source: NYC Department ofFinance, Office of Tax Policy (
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As part of New York State’s budget
for fiscal year 2000-2001, the State took
several actions which reduced both State
and City liability. In order /to reduce the
marriage penalty, the State increased the
standard deduction for married families
filing jointly from $13,000 to $13,400 in
tax year 2001, to $14,200 in tax year
2002, and to $14,600 thereafter. The
State also enacted a college tuition
benefit, granted either through a
refundable credit (which does not affect
the City return) or an itemized deduction
(which does), for college tuition
expenses paid by resident taxpayers on
behalf of the taxpayer,/ the taxpayer’s
spouse, or dependents/ who enroll or
attend a qualified institution of higher
learning. The credit arid deduction are
available for undergraduate Study. The
allowable itemized deduction is limited
to $10,1)00 of tuition expenses and is
phased ip over four years. For 2001, 25
percentl of the tuition expense is
deductible, reaching 100 percent iri
2004.

t
t
c
i

■

/
(

NUMBER OF FILERS
Tax Year 1998
New York City Resident Returns
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K taxpayers with income greater than $50,000 paid 81 percent of the tax. Wage income was 68 percent of total
K reported income on resident returns. Capital gains realizations and interest income were the second and third
K largest sources of income, accounting for approximately 12 percent and four percent, respectively, of total
B reported income. Generally, higher income taxpayers earned most of the nonwage income in the City.

g Administration; The New York City personal income tax has been administered by New York State since
B 1976. All collectipn information received is from the New York State Department of Taxation and Finance.
B Daily collection and refund reports are produced by the Accounting Bureau and sent to the City. At the end of
p the month the City receives a letter from the State Comptroller verifying the final amount of personal income
F tax revenue by component due to the City for that month, Each nionth the State charges the City for the
I administra,tion of the tax, The charge is based on State expenditures for data entry, processing of tax returns
i and taxpayer services which can be attributed to the City. For 2000 the administrative charge paid by the City
? was $34 million.&

■
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Withholding Tables; Withholding tables are adjusted to reflect changes made to tax rates, standard
deductions of the dependent exemption. To implement the New York/City Tax Reduction Act of 1987,
withholding tables were adjusted in October 1987, October 1988 and/October 1989. To implement the
temporary surcharge, withholding tables were changed in October 1990 and again in October, 1991 to reflect
the implementation of the 14 percent increase. Withholding tables were changed in January 1999 to reflect the
expiration of the 12.5 percent surcharge and again in July 1999 to' reflect a reduction in rates due to
implementation of the STAR program. Effective January 1, 2000, the City nonresident withholding tables
were changed to reflect a reduction in nonresident rates from 0.45 to 0.15 percent on wages, and from 0.65 to
0.375 percent on net earnings from self-employment. The lower rates applied to out-of-state nonresidents
only, as in-state nonresidents were exempt from the nonresident earnings tax from July 1, 1999 on. The
nonresident earnings tax repeal did not apply to out-of-state nonresidents until April 4, 2000. Effective
January 1, 2001, withholding tables were changed to reflect the reduction of the 14 percent surcharge and the
last installment of the STAR program.

Forecast: The personal income tax revenue forecast has been increased $207 million to $5,398 million in
2001. In 2002, the forecast has been reduced by $67 million to $4,766 million. The forecast reflects the
effects of the STAR program tax cut, the nonresident earnings tax repeal, and a 25 percent, on average,
reduction ip the 14 percent surcharge, effective January 1, 2001. Moreover, the forecast reflects reductions in
personal income tax collections deposited in the general fund due to the TFA retention of $427 million in 2001
and $503 million in 2002. Adjusted for these reductions, the personal income tax is forecast to grow 11.1
percent in 2001 and to decline 6.1 percent in 2002, after record growth of 22.0 percent in 2000.

The national economic expansion and the concurrent strength of the local economy have fueled robust
growth in personal income ta,x revenue in recent years. Historic City employment gains posted in calendar
years 1997 through 2000, and record profitability on Wall Street leading to record bonus payouts, boosted
personal income tax withholding. The rising tide of asset appreciation has sent the amount of capital gains
realizations soaring, adding strength to estimated payments and final returns. In all* personal income tax
collections on a common fate and base grew 15.9 percent on average from 1997 through 2000, and are
forecast to grow 11.1 percent in 2001.

Withholding is forecast to grow 13.8 percent on a common rate and base in 2001 based on growth in the
average wage pf six percent, strong employment gains and a bonus payout on record New York Stock
Exchange member-firm profits of $21 billion in calendar year 2000. July through November withholding
collections grew 21.8 percent, very high growth for a non-bonus period, while during the December through
March bonus period, withholding collections grew 6.3 percent on a common rate and base, a strong showing

' H
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’ For 2002, the personal income tax revenue forecast has been reduced $67 pillion to $4,766 million, a
decline of 11.7 percent. This unprecedented reduction in revenue can be explained by both legislated
reductions and economic weakness forecast for calendar year 2001. On the statutory side of the ledger, the
forecast reflects the full-year impacts of the final STAR program tax cut (a reduction of $145 million from
2001), the annualization of the January 2001 reduction of the 14 percent surcharge ($91 million), and an
increased TFA retention of $75 million. The weaker economy also reduces revenue. A reduction in Wall
Street bonuses reduces wage income and cuts withholding by $85 million. A 28 percent reduction in capital
gains realizations shrinks liability by an additional $281 million.

considering the 35.2 percent growth posted the prior year. During the remaining quarter of the year,
withholding is forecast to grow 15.9 percent on a common rate and base.

Installment payments on liability year 2000 grew 17.8 percent on a common rate and base after growth of
27.1 percent in 1999. With nbnwage income growth in calendar year 2000 moderate (dividends, interest, and
rent increases 6.7 pprcent), and capital gains realizations expected to be sustained at the very high 1999 level,
up an estimated 66 percent from the level of just two years prior, installment payment growth is likely being
driven by taxpayers taking advantage of the safe harbor provision governing estimated payments.

Settlement payments (final returns, extensions, State/City offsets, and refunds) on liability year 2000 are
forecast to be $42 million lower than liability year 1999 on a common rate and base. The full-year impact of
the STAR rate cut and, credit increase in tax year 2000 reduces the tax year 2000 settlement. However, the
repeal of the nonresident earnings tax raises the settlement in tax year 2001, eliminating refunds normally paid

(I

Withholding growth in 2002 declines 2.1 percent on a common rate and base, tracking the decline in the
FIRE wage rate (10.7 percent) in 2002 and the reduction in the FIRE bonus payout ($11,4 billion) on calendar
year 2001 profits. , Installment payments are forecast to decline 5.3 percent in 2002 on a common rate and
base, reflecting a slowdown in nonwage income growth (dividends, interest and rent growth of 0.7 percent)
and the decline in capital gains realizations for tax year 2001. The forecast slowdown in total liability is
expected to decrease settlement payments by $24 million on a common rate and base in liability year 2001
over 2000. J ,

Personal incoihe tax revenue is forecast to average 7.2 percent growth from 2003 through 2005, as wage
and nonwage income sources rebound with the national economy and capital gains realizations recover with
stabilized equity markets. /
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Net Collections
Less TFA Retention

$3,936
1,195
438
402

$5,728
(459)

$5,971
(534)

$5,437
(144)

$3,990
1,233
250
255

|age
Svith

$5,269
i (503)

$6,083
(683)

Gross Collections
Refunds /

Withholding
Estimated Payments
Final Returns
Other 2

' $5,400
(247)

(!)/ftcludes extension payments. '
(2) Offsets, charges, assessments less City audits.
(3) In 2000, gross collections are reduced by a liability accrual Of $114 million from 2001 for the commuter taxes withheld from New York

Slate nonresidents for the period July 1,1999 through April 2000. 2001 is likewise increased.
f= Forecast. Totals may not add due to rounding.
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nonprofit corporations and residential mortgage insurance corporations (REMiGs) are exempt from the
general corporation tax. For taxable years beginning on or after January 1, 1998, the general corporation tax
also does not apply to an alien corporation whose activities in New York City are limited solely to investing or
trading in stocks, securities or commodities for its own account. '

To determine tax liability, a corporation is required to make three alternative calculations anil compare
these to a fixed minimum tax of $300. The tax due is the largest of the four amounts. The three alternative
tax calculations are: (1) net income: 8185 percent of the firm’s entire net income allocated to the City; (2)
capital: 0.15 percent of'the firm’s business and investment capital allocated to the City; and (3)
income-plus-compensation: 2.655 percent of the sum of allocated net income plus the compensation paid to
individual shareholders owning at least five percent of the firm. There is an additional tax on subsidiary
capital allocated to the City, at the ratd of 0.075 percent. The sum of the liability paid on the highest of the
four alternative bases and the tax on subsidiary capital is the firm’s total tax liability:.
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GENERAL CORPORATION TAX
The general corporation tax is

projected to account for 6.6 percent of
tax revenue in 2002, or $1,490 million.

The starting point for determining-the net income base, 78 percent of corporate liability in tax year 1997,
is Federal taxable income, which must be modified to account for differences between New York City and
Federal treatment of various itcms, including depreciation, tax-exempt interest and net operating loss,
deductions. This modified income must be divided between business income and investment income, and
then allocated between income derived from New York City activities and income derived from activities
outside of the City. Business income is defined as the firm’s entire net income less its investment income
(dividends and interest from nonsubsidiary operations). Investment income is allocated according to the
amount of capital employed in New York City by the issuing corporation. The allocation formula used by
most firms for business income is the average of the following ratios: (1) New York City tangible property to
total property; (2) New York City receipts to total receipts; and (3) New York City payroll to total payroll.
Manufacturing firms are allowed to “double weight” the receipts factor for tax years beginning on or after July
1, 1996. Slightly over half of the general corporation tax paid on the net income basis is from firms which
allocate business income because they have operations both inside and outside of New York City.

The income-plus-compensation base accounted for approximately 15 percent of corporate tax liability in
tax year 1997. The purpose of this alternative base is to tax firms which may lower their taxable income by
disguising dividends (which are not deductible) as salaries and other forms of compensation (which are
deductible). The starting point for determining this base is New York City allocated net income, to which
must be added back the compensation paid to shareholders owning more than five percent of the corporation’s
Outstanding stock. After a statutory deduction of $40,000, the firm applies the 8.85 percent rate to 30 percent
of this base (hence the 2.655 percent effective tax rate).

A
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Tax Base and Rate: New York
City’s general corporation tax was first
enacted in 1966 and is imposed on all i
corporations, domestic and foreign, for ‘
the privilege of doing business,
employing capital, owning or leasing
property or maintaining an office in New ,
York City. Banking companies are ,
subject to the banking corporation tax -
and therefore do not pay the general-
corporation tax. Insurance firms.
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The alternative tax on allocated capital accounted for approximately three percent of all corporate tax
liability. This base is designed to tax firms which have low net income, either because of temporary financial
difficulties or because of extensive use of tax preferences, such as deductions and net operating loss
carryforwards. To determine the tax obligation under this base, a firm must compute the value of its business
and investment assets, deduct liabilities against those assets and, if eligible, allocate a portion of the business

i capital and investment capital to the City using the same allocation formulas described previously. The
0.15 percent rate isjthen applied. J

The Federal Tax Reform Act of 1986 substantially broadened the State and City corporate base by
limiting or eliminating various deductions (such as entertainment expenses and natural resource depletion
allowances!) and accelerating taxable income by requiring corporations to recognize income earlier than under
previous law. In order to return the business tax “windfall” which was expected to result from this change.
New York’ State passed the Business Tax Reform and Rate Reduction Act (BTRRRA) in 1987. The City also
took steps IP return the windfall by lowering its corporate tax rate by 0.15 percentage points, to 8.85 percent,
effective for tax year 1987. In July of 1988, the State Legislature passed a bill to conform the City tax law to
changes made as part of BTRRRA. As part of this legislation, which became effective in tax year 1988, the
City: (1) exempted residential mortgage insurance corporations (REMICs) from the tax; (2) established a
ceiling on the alternative capital base of $350,000; (3) amended the definitions of subsidiary, investment and
business capital to allow for the deduction of long-term debt; (4) required leased personal property to be
included in the formula for calculating the business allocation percentage; (5) eliminated the deduction for
franchise, income or similar taxes paid to other states and localities; and (6) repealed the interest add-back rule
which required that 90 percent of the interest paid to a shareholder owning more than five percent of issued
capital stock be added back to income when computing entire net income.

In June of 1989, the City’s tax law was amended again. This time it was to conform to changes which
were made to the Article 9-A tax as part of the State’s fiscal year 1989-90 tax program. As part of this
legislation, which generally became effective in tax year 1989, the City: (1) increased the flat fee minimum
tax from $125 to $300; (2) eliminated net operating loss carrybacks; (3) limited tax benefits for merger and
acquisition activity; (4) repealed the transportation tax, movirigj these taxpayers to the general corporation tax;

' (
■ I

The additional tax on subsidiary capital (defined as a corporation of which over 50 percent of the
! outstanding voting stock is owned by the taxpayer) is imposed because entire net Income excludes income
derived from subsidiary operations. Subsidiary capital is allocated according to the amount of capital
employed in New York City and taxed at a rate of 0.075 percent. All taxpayers are eligible to allocate
subsidiary capital.

■’ ' \ ' /

Legislative History: Prior to 1977, the tax rate on net Corporate earnings was 10.05 percent. In 1977, the
rate was reduced to 9.5 percent and, in 1978, the rate was again lowered to,9.0 percent where it remained until
1987, when it was reduced to 8.85 percent. i '

■ ■ ' ' \ \

In response to business tax reform initiatives at the Federal and State levels. New York City has altered
the general corporation tax. The Federal Economic Recovery Tax Act of 1981 and the Tax Equity and Fiscal
Responsibility Act of 1982 substantially altered Federal business taxes by instituting the Accelerated Cost
Recovery System (ACRS) and more liberal leaseback provisions. Under the provisions of ACRS, property
could be rapidly depreciated in the first few years of service. Since the general corporation tax uses the
Federal definition of net taxable income as the starting point in determining tax liability, firms depreciating
property under ACRS would have been able to drastically lower their New York City tax obligation. To avoid
a substantial loss of revenue, the City uncoupled from the Federal ACRS in 1982 and required firms to
depreciate assets under the Asset Depreciation Range. In 1985, however, the City joined with New York State
in allowing New York State assets to be depreciated under ACRS. In 1994, ACRS was extended to property
placed in service outside New York State, \
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(5) amended the provision which allowed taxpayers to exclude from entire net income 50 percent of dividends
from nonsubsidiary corporations by disallowing the deduction when the shares of stock are held for less than
45 days; (6) disallowed the option to use the business allocation percentage or the investment allocation
percentage based upon whether the taxpayer was predominantly a business corporation or an investment
corporation; and (7) clarified the rules for issuer’s allocation percentage of a corporate issuer of stock.

Effective July 1, 1990, the general corporation tax was amended by local law to’conform the filing
schedule for estimated payments to the schedule used at the Federal and New York State levels. Estimated
payments by calendar year corporations are now due in September and Decentber.

The Federal Qmnibhs Budget Reconciliation Act of 1993 enacted a host of tax law changes including a
number of provisions affecting corporate taxes which flow through to the City tax. Among the major
provisions are a mark-to-market inventory valuation rule change for securities dealers, a reduction in the
business meals and entertainment deduction and an increase in the capital investment limit allowed for small
businesses. ' / ’ y'

In 1994, New York State enacted legislation which allowed'for the formation of a new type of business
entity in New York State, a limited liability partnership or company (LLC). LLCs have some of the limited
liability aspects of corporations and the tax treatment of partnerships for Federal State and local tax purposes.
LLCs pay a fee to the State, and those conducting business in the City are subject to the City unincorporated
business tax. Over tirne, the number of corporations is expected to decline as new businesses increasingly opt
for the LLC business form. The shift of filers from the general corporation tax base to the unincorporated
business tax base is forecast to decrease the corporatiori tax collections by an estimated $122 million in 2002
and $145 million by 2005.

The income-plus-compensation alternative tax computation of the general corporation tax has been
modified by phasing out the portion of the tax that applies to compensation paid to corporate officers and by
increasing the per-firm statutory deduction. For tax years beginning on or after July 1, 1996, 25 percent of
officers’ compensation was exempted from the tax. For tax years beginning on or after July 1, 1997, the
statutory deduction per firm was raised; from $15,000 to $30,000. For tax years beginning on or after July 1, \
1998, 50 percent of officers’ compensation was exempted from the tax and the statutory deduction per firm
was raised from S30,000 to $40,000. For tax years beginning on or after July 1, 1999, a 100 percent
exemption for officers’ compensation applies. Compensation paid to individual shareholders owning at least
five percent of the firm remains fully subject to the alternative tax.

for tax years,,beginning on or after July 1, 1996, “the place of business’’ requirement for allocation of
taxa()le income fof the general corporation tax has been repealed. Under City tax law, a business operating in
the City with a place of business outside the City is allowed to apportion its business income according to a
three-factof formula based on the share of its total property, payroll and receipts in New York City. The right
to apportion incoirie was previously not available to firms that sold goods or services throughout the country
or, the world, but only had a City business location. These firms were required to pay tax on all taxable
income. All taxpayers conducting business outside the City are now allowed to allocate income with the
eliinination of the “place of business” requirement.

For tax years beginning on or after July 1, 1996, manufacturing firms are allowed to “double weight” the
receipts factor in the allocation formula fof the general corporation tax. This enables City located
manufacturers to allocate more of their income outside the City, thus reducing their City business income
taxes and aiding their competitiveness.
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: Industrial Mix of General Corporation Tax Revenue: The importance of the finance, insurance and real
estate sector (FIRE) and the service sector (business, medical, advertising and amusement industries) to the
New York City economy is clear. Together these two sectors account for approximately 66 percent of
corporate tax liability and 52 percent of all filers. The trade sector accounts for almost 14 percent of liability
and 24 percent of filers while the manufacturing sector represents 12 percent of liability and seven percent of
filers. The remaining eight percent of liability is generated by communications, construction and other firms
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Historically, growth and decline in corporate tax revenue have paralleled the declining and expanding
fortunes of the FIRE sector. Within the FIRE sector, it is the securities and commodities subsector that drives
liability and; consequently swings total corporate tax liability (the other FIRE subsectors include insurance
companies, credit agencies, holding companies and real estate firms). The securities and commodities
subsector contains a relatively small number of filers that generate a very high share of corporate tax liability.

I In tax years 1996 and 1997, the securities and commodities subsector accounted for only one percent of
corporate tax filers, but generated 18 percent of corporate tax liability,

An understanding of FIRE sector payment swings, as driven by earnings in the securities and commodities
subsector, sheds light on the movement in overall corporate tax liability. Following the stock market crash in
October of 1987, FIRE sector liability declined precipitously in 1988, then remained^ flat through 1990.
However, in 1988, the rest of the corporate tax base grew just enough to offset the decline in FIRE sector
liability, yielding a total liability growth of just over one percent. With the local economy stagnating in 1989
and 1990, non-FIRE liability began to fall as well, leading to year-over-year declines in total liability. In 1991
and 1992, however, a strong rebound in FIRE sector liability mitigated the somewhat deepening recession’s
corrosive impact on non-FIRE corporate liability. By 1993, a then record increase in profitability sent FIRE
sector payments to a new level, helping push overall liability up by double-digit rates. In 1994, financial firms
that made investirient decisions assuming a continuation of the four-year decline in long- and short-term
interest rates saw heavy losses when the Federal Reserve began raising rates in February, 1994. The price of
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longer-term bonds fell precipitously, leading to large drops in bond trading income. At the same time short­
term rates jumped, pushing up expenses. These two trends combined to shrink profitability and consequently
tax liability. In 1995, FIRE sector liability rebounded with pre-tax profits from New York Stock Exchange
member firms reaching $7,4 billion over the $1.1 billion earned in calendar year 1994. The rebound in FIRE
sector profits stemmed from a reversal of events which depressed earnings in calendar year 1994. The Federal
Reserve stopped raising interest rates and actually eased the Federal Funds rate twice in 1995, having achieved
a much touted soft landing. The financial markets responded with a strong recovery, leading to impressive
gains across all securities industry market segments. Record profits in the securities industry in 1996
increased FIRE sector liability by 34 percent while total corporate liability grew by over 19 percent. The
securities industry continued its successful trend in 1997 and equity markets in the U.S. had a banner year with
equity prices as measure^ by the Dow Jones Industrial Average (DJIA) posting a 23 percent gain. This
followed a 26 percent rise in 1996 and a 34 percent advance in 1995. Corporate tax liability increased by 6.4
percent in tax year 1997. /

Forecast: The 2001 general corporation tax forecast has been'raised by $83 million to $1,806 million,
growth of 1.5 percent Over the prior year. The forecast for 2002 has been reduced by $28 million to $1,490
million, a decline of 17.5 percent from the 2001 level, ' / >

The 2001 and 2002 forecasts include reductions of $118 million and $122 million, respectively, relating to
the effects of the limited liability company (LLC) business form which is expected to reduce the number of
corporate filers, as well as reductions of $127 million and $130 million in 2001 and 2002, respectively,
relating to the business tax reform measures passed in 1996, On a common rate and base, general corporation
tax revenue is forecast to increase 4,3 percent in 2001 and decrease 14,9 percent in 2002,

Through March, general corporation tax collections have increased 7,6 percent from the prior year period.
Growth in current collections reflects the strength of the national and local economy for most of calendar year
2000. The securities industry had another record year of earnings, with New York Stock Exchange (NYSE)
member-firm pretax profits totaling $21 billion for the full year. General corporation tax liability in the FIRE
sector is estimated to have increased by over 20 percent in calendar year 2000. The lion's share of the profits
occurred in the first half of the year, however. As the year progressed, uncertainty about the prospects for
continued economic ,expansion, and hence future earnings started to unravel the long bull market. Equity
indices started to slump, the boom in underwriting ground to a halt and investment banking and trading
revenues started to decline sharply. The profitability slowdown has recently been reflected in tax payments
with the December and March payments down 1.5 percent and 1.1 percent, respectively, after growth in June
and September of 20.9 percent and 30.4 percent, respectively. Profit growth in the non-FIRE sector of the
City’s economy was'also strong in calendar year 2000 with corporate tax liability in this sector estimated to
have increased by 9)5 percent.. National before-tax corporate profits increased 12.5 percent, real gross city
produci is estimated to have grown by 10.1 percent and a total of 95,000 private non-FIRE jobs were added in
calendar year 2000.

In 2002, general corporation tax revenue is forecast to decline 17.5 percent, reflecting profitability
declines brought about by the financial market correction and the national economic slowdown. The
prondunced drop in NYSE member-firm profits forecast in calendar year 2001 is estimated to reduce FIRE
sector corporate liability by $363 million from the prior year level. The decline of 6.2 percent in national
corporate profits is, forecast to reduce non-FIRE corporate tax liability by 1.8 percent in calendar year 2001.
These liability revisions reduce forecast corporate tax payments in fiscal year 2002 over $200 million from the
prior year. Modest growth is projected for both the securities industry and national before-tax corporate
profits from calendar year 2002 through 2005, leading to 4.9 percent growth, on average (common rate and
base), in the outyears of the plan. \
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BANKING CORPORATION TAX

The banking corporation tax is
projected to account for 1.6 percent of tax
revenue in 2002, or $359 million.

Tax Base and Rate; The banking
corporation tax is imposed on banking
corporations for the privilege of doing
business in New York City. Corporations
subject to the tax include commercial
banks, savings banks, savings and loan
associations, bank holding companies
and foreign banks. Investment banks,
securities brokers and other non-bank
financial institutions subject to the
general corporation tax are exempt.
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Banks make three calculations of tax liability, compare the results to,'a fixed minimum tax of $125 and
pay whichever amount is greatest. The three alternative calculations are: (1) nine percent of entire net income
allocated to the City (Federal taxable income with certain New York modifications); (2) three percent of
al(ematiye entire net income allocated to the City (entire net income adjusted to elirninate the effect of certain
tax benefits allowed in the calculation of entire net income); and (3) one-tenth of a mill of each dollar of
taxable assets located in the City. Alling thrifts are exempt from the last alternative, and foreign banks must
calculate this base as 0.26 percent of the face value of issued capital stock allocated to the City.

Legislative History: The banking corporation tax has been imposed since 1966. The current law was
enacted in 1985 and closely resembles the New York State bank tax law.

In July 1985, State legislation was enacted whicl^ restructured the banking corporation tax effective
January 1, 1985. Recognizing that the line between bank and non-bank financial institutions had become
bluned, the amendments were designed to make the tax more analogous to the general corporation tax. The
law lowered! the nominal tax rate on allocated entire net income from 13.823 percent (12.134 percent for
savings banks) to nine percent for all banking corporations. This rate reduction was coupled with a number of
base-broadeiiing provisions. In addition, the separate accounting method of allocating entire net income was
replaced by formula allocation, based on payroll, receipts and deposits. The factors included in the formula,

( with the exception of deposits, are similar to those used by non-banking corporations. The adoption of the
three-factor'allocation formula also provided consistency in the jurisdictional apportionment of income since
these same allocation factors are commonly used in other states.

In addition, the 1985 bank tax law established two new alternative bases: alternative entire net income and
taxable assets. Alternative entire net income adds back certain deductions allowed in the calculation of entire
net income. These deductions are: (1) 17 percent of interest from subsidiary capital; (2) 60 percent of
dividend income and gains and losses from subsidiary capital; and (3) 22.5 percent of the interest income
earned on holdings of obligations of the United States, New York State and localities within the State. Taxable
assets are the average value of assets reflected on a bank’s balance sheet.

The 1985 changes maintained the 1978 provisions authorizing an exemption for net income generated by
the operation of an international banking facility (IBF). Deposits in an IBF are not subject to reserve
requirements or interest rate ceilings and the IBF is not required to pay FDIC premiums. State law exempts
income generated by an IBF from both State and City taxation. These exemptions were designed to enhance
the ability of banks to conduct international business in New York City.
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The major difference between the Stale and City banking corporation lax laws is the treatment of foreign
banks under the alternative tax base on assets. For banks organized under the laws of another country. New
York State imposes the alternative tax on assets, while New York City imposes the alternative tax on capital
stock. i

Effective in tax year 1987, the banking corporation tax was uncoupled from Federal bad debt deduction
guidelines. The Federal Tax Reform Act of 1986 required that large commercial banks, those with assets over
$500 million, deduct only actual loan losses when determining taxable income, rather than deducting an
addition to a loan loss,reserve account based on a percentage of loans outstanding. These banks were reriuired
to recapture into income portions of their outstanding loan loss reserves over a four-year period beginning in
1987. Uncoupling allowed banks to use the more liberal pre-reform bad debt reserve deductions for State and
City tax purposes. For thrifts and mutual savings banks. Federal tax reform retained the pcrcenlage-of-
taxable-income method of deducting bad debts but reduced the excludable percentage from 40 to eight

I
;il

Effective in tax year 1990, the banking corporation tax was amended, changing the deadline for estimated
payments to conform to Federal and State schedules. Estimated payments arc now due in September and
December for banks with a January through December fiscal year.

The Federal Omnibus Budget Reconciliation Act of 1993 again altered the definition of corporate net
income for Federal income tax purposes, the starting point for calculating the City bank tax. The major
provision affecting City banks is a mark-to-market inventory valuation change for securities dealers.

As a result of major revisions in the Federal bad debt deduction guidelines applicable to thrifts passed in
tax year 1996, the City and the State decoupled from the Federal bad debt deduction guidelines in order to
preserve the status quo and to avoid an increase in the City tax liability of thrifts (effective for lax yeans
beginning on or after January 1, 1996). The existing New York methodologies were maintained.

The receipts factors of the income allocation formula of the City’s banking corporation tax were amended,
effective for tax years beginning on or after January 1, 2000, to permit receipts from management,
administration or distribution services performed for regulated investment companies (mutual funds) to be
allocated based on the domicile of the mutual fund’s shareholders.

Banking ^dustry Trends: In the 1990s, regulatory reform, technological change and globalization
unleashed competitive forces in the banking industry.

'( ' '■ /

l\ For years'ibanks had faced competition from securities firms whose product innovations in debt
underwriting, loan syndication and brokerage offerings put pressure on the traditional bank profit centers of
commercial lending and retail saying. In response, banks pushed for reform of the Glass-Steagall Act and
sought to, expanding on their ability to underwrite some bonds, underwrite securities and offer investment

■ services. Even before the repeal of Glass-Steagall, banks were expanding into the securities industry in the
i U.S. and abroad through the acquisition of securities firms as subsidiaries. Passage of the Gramm-Leach-
Bliley Act in November 1999 effectively repealed Glass-Steagall, allowing banks, insurers and securities firms
to affiliate under a financial holding company. This reform has altered the playing field for banks and
securities firms. The merger of Citicorp and Salomon Smith Barney under Travelers Group has been
consummated, creating one of the largest financial conglomerates in the world. The result is that now banks
provide a variety of financial services to the commercial and retail market directly or through subsidiaries,
previously available only through securities firms,

\ ■ I \

At the, same time, fueled by technological innovation and the global integration of financial markets,
American banks have sought to expand their international presence while foreign banks have increased their
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I presence in the U.S. Deutsche Bank expanded its U.S. presence with the purchase of Bankers Trust in 1999.
I The following year, Credit Suisse, which already owned First Boston, a U.S. investment banking firm, bought
L Donaldson, Lufkin & Jenrette, to gain market share in high yield bond underwriting. With an increase in
? investment banking arid mergers and acquisitions in European and Asian markets, American banks and

brokerage firms have expanded their presence in these regions by acquiring local financial institutions.

Simultaneously,' banks have sought to reduce overcapacity, to achieve global economies of scale and
increase automation, in an unrelenting quest for cost reductions. This drive for economies of scale and
reduction in overcapacity is seen in many of the recent bank mergers, like J.P. Morgan Chase taking shape
from the predecessors of Chase, J.P. Morgan, Chemical and Manufacturers Hanover. With such mergers the

I order of the day, many bank branches have been closed and consolidated across the country. In New York
City alond, this has resulted in a decline of almost 40 percent in bank employment since 1990. The
introduction of ATM’s and on-line computer banking is another visible indication of this drive to cut costs.

/ ■ I \ ■ / /

As a result of these changes, large New York City banks now have diverse revenue sources and in many
ways behave more like investment firms than traditional banking institutions. Some banks actually earn more
of their revenues from investment banking services and fees than interest income. For examplin, banks’ share
of lead-managed underwriting deals in the U.S. has increased from less than 13 percent in 1994 to over 50
percent in 2000 for corporate bonds, from 33 percent to over 50 percent for asset-backed bonds, and from
three percent to 33 percent for equities. '

In recent years, banks for the most part have been highly profitable. A soaring stock market and a strong
national economy, with high levels of consumer borrowing, have led to record revenues. This streak of

I underwriting and merger-and-acquisition activity in the U.S. and overseas. In the second half of calendar year
I 2000, volatility slowed underwriting and pushed some trading desks and venture capital investments quickly
I from profit to loss. However, operating earnings at most banks for calendar year 2000 were close to or
I exceeded the' prior year’s levels, despite the fact that mergers-and-acquisitions charges resulted in year-over-
: year declines in profits at several banks. ' .

The recent economic slowdown as well as the continuing volatility in equity markets will have a negative
impact on bank earnings, even though interest rate cuts in 2001 are already boosting lending activity,
particularly eonsumer lending. Because of the decline in quality of some commercial loans in calendar year
2000 and the current negative economic sentiment, commercial lending is not expected to rebound quickly this

P year. Non-interest revenues from.fees and capital markets activities are also expected to be depressed.

Forecast: The 2001 banking corporation tax forecast has been lowered by $31 million to $357 million, an
increase of ?.9 percent from the prior year. The 2002 forecast is unchanged from Financial Plan at $359
million, an increase of 0.6 percent from 2001.

Through March, banking corporation tax collections have increased by 17.3 percent from the prior year
period., Most of the growth in collections is due to large commercial banks whose payments have rebounded
from the prior year period. Although most of these banks were highly profitable in calendar year 1999 and the
first half of calendar year 2000, their quarterly payments had been suppressed by overpayments and credits
from prior years. Collections for the remainder of the year are forecast to decline over the prior year with the
first estimated payment for tax year 2001 (paid in June) reflecting a difficult environment on Wall ^Street
during the first half of the tax year.

Growth in net revenue would be significantly improved in 2001, but for year-to-date refunds which have
increased 95 percent over the prior year. The higher refunds are a result of overpayments by some banks
being taken this year as refunds. j
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Gross collections are forecast to decline in 2002 as a result of reduced profitability in the banking sector in
calendar year 2001. Refunds in 2002 are forecast to remain at the high level seen in 2001. Despite the
rebound in collections in the first half of 2001, significant overpayments remain on account. Refunds in 2002
have been increased to account for this. Collections are forecast to increase moderately in the outyears of the
plan.
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I UNINCORPORATED BUSINESS TAX

if The unincorporated business tax is
: projected to account for, 3.5 percent of tax
r revenue in 2002, or $778 million.

t1

I

1:^

limited liability companies (LLCs). The unincorporated business tax rate has been four percent since its
imposition in 1966. \

Entities engaged in the purchase and sale of property on their own account, except as a dealer holding
property! primarily for sale to customers in the ordinary course of trade or business, are excluded from the
unincorporated business tax base. This exclusion includes the purchase, sale or writing of stock option
contracts. The self-trading exemption was expanded for tax years beginning on or after January 1, 1996 to
reflect the changing marketplace. Qualifying property now specifically includes not only stocks and securities
but also foreign currencies, publicly traded commodities and derivative financial instruments (including
options and futures contracts).

Every unincorporated business which operates in New York City must file quarterly declarations of
estimated tax if its estimated tax can reasonably be expected to exceed $1,800. Final returns must be filed by
every partnership having unincorporated business gross income exceeding $25,000 or having unincorporated
business taxable income exceeding $15,000. Unincorporated businesses other than partnerships must file final
returns if their unincorporated business gross income exceeds $75,000 or their unincorporated business taxable
income exceeds $35,000. The unincorporated business tax base starts with the Federal definition of net profits
from business operations plus other business income and is then modified to reflect differences between City
and Federal rules. The income is allocated if the business is carried out both inside and outside the City.

I! Income allocation is determined either by a separate accounting method or by a three-factor formula based on
j payroll, property and gross income. )

After income is determined and allocated, a taxpayer is allowed a deduction equal to reasonable
compensation for the taxpayer’s personal services. This deduction equals the lesser of 20 percent of allocated

j income or S5,000 per individual or active partner. In addition, taxpayers are allowed to exempt the first
f $5,000 of income from taxation. The tax rate of four percent is applied to the remaining base. Beginning with

tax year 1997, taxpayers whose liabilities are $1,800 or less are entitled to a credit which eliminates their
liability. The Credit is reduced for taxpayers with liabilities between $1,800 and $3,200, and for liabilities of

’ $3,200 and'above no credit is allowed.

Legislative History; New York City has imposed the unincorporated business tax on sole proprietorships
and partnerships since 1966. Since its imposition, the tax rate has remained at four percent. Major
amendmehts to the' tax became effective in tax years 1971 and 1987 and in City tax programs enacted in July
of 1994,1996 and 1997.

I'

I
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Tax Base and Rate: The unincorp- I 600
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■ orated business fax is levied on the
■ business income of all proprietorships
I and partnerships doing business in New
I York City. The tax is paid in addition to
** the City's personal income tax. Unincor-
* porated businesses include trades,

professions or occupations conducted by
individuals or unincorporated entities,
such as partnerships, estates, trusts and
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Also in 1996, a number of the tax reform measures passed in July of 1994 were enhanced. The
exemptions for other sources of income for “self-trading” entities andi for real estate management companies

Si

Prior to 1971, exemptions were made for professions where capital was not an income-producing factor
and where more than 80 percent of the gross income was derived from personal service. This primarily
affected attorneys, doctors, accountants and other professionals. Beginning in tax year 1971, all such
professionals were added to the City’s unincorporated business tax base.

Two significant amendments were enacted in 1987. The unincorporated business tax credit was raised
from $100 to a maximum of,$600 and the taxable income threshold for making estimated payments was raised
from $2,500 to $15,000. The higher credit removed approximately 30,000 taxpayers from the tax rolls.

In July of 1994^ several reforms were enacted. First, the self-tradirig exeinption was broadened to allow
firms, which are generally exempt from the unincorporated business tax under this provision, to retain the
exemption on their self-trading income if they have gross receipts of $25,000 or less from business activities
(normally subject to the tax). Second, owners and operators of real property with income from business
activities were able to retain the exemption op income from their real estate activity if the business income
was incidental and carried on solely for the benefit of the tenants 'as in the case of a garage or health club.
Finally, partners which are corporations or unincorporated businesses subject to City tax were granted a credit
for the share of taxes paid by the partnership in lieu of the exemption for the distribution which existed prior to
the change.

Also in July 1994, New York State passed legislation allowing the formation of limited liability
companies (LLCs). These business entities have the limited liability of corporations, but the organizational
flexibility and tax treatment of partnerships. At the Federal level, LLCs are not taxed as separate entities, but
partners are taxed on their share of the income. For New York State tax purposes, LLCs pay a $50 per partner
fee, with a minimum fee of $350 and a maximum of $10,000. In New York City, LLCs pay the
unincorporated business tax. It is expected that businesses will increasingly opt to form LLCs rather than
corporations. As a result, a shift of taxpayers is expected from the general corporation tax base to the
unincorporated business tax base. Unincorporated business tax revenues are expected to increase by $56
million in 2001 as a result of this shift, rising to $70 million in 2003.

■' ■ •' : ' \ '

The City’s 1996 tax program made several important changes to unincorporated business tax law. The
unincorporated business tax credit was raised from a maximum of $600 to $1,000 over a period of two years.
The maximum credit was $800 for tax year 1996, growing to $1,000 for tax years 1997 and after. The level of
tax liability at which the credit is phased out was; also raised to $1,000 in 1996 and to $^,000 in 1997. To
correspond to the new, higher credit, the thresholds for making estimated payments and for filing annual
return^ were also raised.

I[ '! /
Changes were also made to the rules governing the allocation of business income. The “regular place of

business” requirement was repealed, allowing businesses to allocate income to sales outside the City, even
when they have no regular place of business outside the City. Manufacturers are now allowed to “double
weight” the receipts factor when allocating income. All businesses with receipts from the sale of tangible
goods, as opposed to services, no longer have to allocate income to the City for goods shipped to points
outride the City. Finally, broadcasters and publishers are now allowed to allocate income based upon audience
location. ,

Beginning in 1996, certain unincorporated businesses (including LLCs) treated as corporations for Federal
and State tax purposes are subject to City general corporation tax. This law lists several exceptions for
businesses subject to unincorporated business tax in 1995, which may elect irrevocably to continue in that
status. ; ' '
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UNINCORPORATED BUSINESS TAX (Tax Year 1997)
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were extended. Provisions were enacted that exempted income from self-trading activities for unincorporated
entities that were primarily engaged in trading for their own account or in the ownership, as an investor, of
interests in unincorporated entities engaged in unincorporated business activities in the City. This provision is
in addition to the self-trading exemption. An unincorporated entity qualifying for the partial exemption is
allowed to exclude from its unincorporated business gross income any income and gains from activity
qualifying for the self-trading exemption. Prior to the change, any amount of income could “taint” the trading
income, causing all of it to be taxed. Further, rules for apportioning investment income subject to tax were
conformed to the'general corporation tax (issuer’s allocation percentage). Additions also were made to the
number of financial instruments used by self-traders and a “primarily engaged” test was established, which
defines taxpayers as self-trading according to the nature of their assets.

-51.9%

ni

1-13.4%

23.8%

(
/!

1

The City’s tax program for 1998 revised the unincorporated business tax credit increase granted in the
1996 tax program. For tax years 1997 and after, the maximum credit vyas lifted to $1,800 with the level of
liability at which the credit ^phases put at $3,200. The new credit eliminates unincorporated business tax for
sole proprietors with net income up tO $55,000. Partnerships have similar benefits, with the “ho tax threshold”
varying with the number of partners. In addition, beginning in tax year 1997, unincorporated business owners
are able to take a partial credit against their City resident personal income tax liability for their share of the
business’ unincorporated business tax payments. The credit ranges from a maximum of 65 percent of the
unincorporated business tax paid (the distributive share for partners) for personal income taxpayers with NYS
AGI of $42,000 or less, to 15 percent for those with NYS AGI of $ 142,000 or more.

Effective for tax years on or after January 1, 2000, the receipts factor of the income allocation formula of
the City’s unincorporated business tax was amended to permit receipts from management, administration or
distribution services for regulated investment companies (mutual funds) to be allocated based on the domicile
of the mutual fund’s shareholders.

Distribution and Industrial Mix of Filers: In 1997, there were 196,002 partnership and sole
proprietorship filers of which 24,097 paid tax. Sole proprietorships comprised 77.7 percent of all taxpayers
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■ Filers
■ Uabilily

subsectors, accounted for 63.2 percent of , ,
total unincorporated business tax liability. Legal services and FIRE'comprised only 23 percent of taxpayers

but paid only 17,5 percent of total
liability. Partnerships accounted for 22,3
percent of all taxpayers and paid 82,5
percent of total liability. Because of the
tax credit and exemptions, 87.7 percent
of filers iri 1997 were exempt from the
tax. Proprietorships with net income
less than $25,000 (71.2 percent of all
filers) paid no unincorporated business
tax. The additional exemption for each
partner creates higher thresholds for
partnerships (16,5 percent of all filers in
1997 were partnerships with no
liability),' The service sector, made up
6f the legal, accountirig and other

69,1I
UNINCORPORATED BUSINESS TAX (TAX YEAR 1997)
Share of Filers and Share of Liability

JQQ___--------------------- -------------- ----------- -------------

but incurred 60,8 percent of total liability.

Forecast; Th? 2001 unincorporated business tax forecast has been decreased by $33 million to $776
million. This yields a decline in collections of 3,6 percent in 2001, The forecast for 2002 has been decreased
by $10 million to $778 million, leaving growth at just 0,3 percent over the prior year'

Uninco^orated business tax revenues in recent years have been particularly robust, with average annual
growth from 1996 through 1998 reaching 21.2 percent. This unusually high rate of collections growth came in
spite of substantial business tax cuts, which returned $50 million to unincorporated business taxpayers in 1998
alone, and stems from the unprecedented strength seen in New York Stock Exchange member-firm profits in
recent years. Non-FIRE sector collections have also been robust over the same period due to the
unprecedented growth in service sector employment since 1993. In 1999, unincorporated business tax
revenues declined 2.2 percent reflecting international financial turmoil in the third quarter of calendar year
1998 which reduced FIRE sector collections. In 2000; unincorporated business tax revenues rebounded 22.6
percent reflecting the robust growth in New York Stock Exchange member-firm profits in tax year 1999 and
substantial private sectior job gains in 2000, as well as the likelihood of overpayments which are expected to
reduce cash payments in 2001.

The/2001 unincorporated business tax forecast is decreased $33 million to $776 million, a decline of 3.6
percent from the prior year. Collections year-to-date through March are up 2.5 percent from the same period
in 2000. The forecast decline for the year reflects the expectation that overpayments made in 2000 are
reducing cash payments this year. In addition, the first and second installment payments on tax year 2001 to
be made in April and June are expected to reflect the equity market correction and the weakened national
economy. i

For 2002, the forecast decline in New York Stock Exchange member-firm profits in calendar year 2001
pulls down FIRE sector liability in tax year 2001, suppressing FIRE payments in 2002, while the national
economic slowdown restrains payment growth from the non-FIRE unincorporated business taxpayers. In
2003 through 2005 unincorporated business tax revenue is forecast to average 6.9 percent growth, as both
New York Stock Exchange member-firm profits and the national economy rebound.

$0 $l-$10 $10-$20 $20-$ 100 Over $100
' Liability ($000s) i

Source; NYC Depdrttnent of Finance, Office of Tax Policy
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COMPONENTS OF THE SALES TAX BASE
March 19^ - February 1999
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Tax Base and Rati; The sales tax
rate is four percent and applies to: (1)
sales and use of tangible personal
property and services; (2) sales of gas,
electricity,; steam, refrigeration, and
intrastate (telephone and telegraph
services; (3) food and beverages sold by
restaurants and caterers; (4) hotel and
motel occupancies; (5) admission charges

7,2%
■■■■■■

The sales and use tax is projected to
account for 16.5 percent of total tax
revenue in 2002, or $3,710 million.
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club dues. Exemptions include food (except certain drinks, candies and alcoholic beverages), rent, prescription
and non-prescription drugs, newspapers and periodicals, textbooks for college! students, and public transportation.
These exemptions are designed to reduce the regressivity of the tax. Exemptions are also allowed for purchases
of tangible goods and services intended for resale. The tax does not apply at the time of purchase for resale, but
rather at'the time the items are sold at retail. Other exemptions include fuel sold to airlines, energy used for
research and development, transmission and distribution of energy (to be phased in over four years beginning
September 1, 2000), certain promotional materials, internet access services, interstate and international
telecommunications services, and clothing and footwear purchases under $110, With the State sales tax rate of
four percent, and a 0.25 percent sales tax in the Metropolitan Commuter Transportation District, the aggregate
sales tax rate in the City is 8.25 percent.

Retail trade, comprising 46.5 percent of the sales tax base, is the largest expenditure category. Business
services and other services combined account for 21.1 percent of the sales tax base. Since 1981 the proportion of
business services in the taxable base has increased from 3.7 percent to 9.1 percent, making it the fastest growing
component of the base. Various business and utility expenditures make up the remainder of the tax base. '

I'I1
i
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parking and garaging services is imposed in the
borough of Manhattan and is added to the City’s
non-MAC tax base (effective date; September 1,
1980), bringing the total City, State and MTA Sales
tax on parking in Manhattan to 18.25 percent.

■ Sales tax on electricity oi; electric service used in the
production of tangible personal property by
manufacturing, processing or assembling can be
claimed as a credit jagainst the unincorporated
business or general corporation taxes (effective date;
July 1,1984). ;
Manhattan resident's are exempt froth the eight
percent parking and garaging surcharge, reducing
the City's non-N|AC (ax base (effective date;
September 1, 19851 ,
Under the Competitive Business Energy Costs
Program (CBECP), sales tax on sales of energy to
commercial or industrial users ii exempted in
annual increments of 25 percent per year (effective
date; July 1,1988). '
Implementation of the CBECP is delayed until July
1, 1990, when it is due to resume on the original
schedule (i.e., 75 percent).

' Interior decorating, contract cleaning and
maintenance services are added to the City's non-
MAC tax base (effective date; December 1, 1989).
Service charges on floor covering installations are
added to the State and MAC tax bases (effective
dale; June 1,1989). The State enhances its revenue
enforcement capability to improve revenue
collections from interstate mail-order sales,
prefabricafed building materials purchased from
out-of-state manufacturers and used in New York,
and catalogues printed out-of-state and mailed by
in-state firms (effective date: September 1, 1989).

, Excise taxes on cigarettes (effective date; June 1,
1989) and tobacco products (effective date; July 1,
1989) are included in the calculation of the sales tax,
and are added to the State and MAC fax bases. The
City’s credit for sales tax paid on machinery and
equipment used in the production of tangible
personal properly is changed to an exemption,
reducing the MAC base (effective date: December
1,1989).

J'1/

1990 Entertainment services provided or delivered by
telephone or telegraph through 500, 700, 800 and
900 telephone numbers, as well as such services
delivered by private telephone line, cable or channel
are added to the State and MAC tax bases (effective
date; September 1, 1990). Protective and detective

-------- -------------------- _(----------------- ----------
I ;

New York City imposes a two percent tax on the
sales and use of tangible personal property and
services.
The tax rate ip increased to three percent for most
sales and to five percent for restaurant meals and
drinks costing one dollar or mbre. I
The basic rate is increased to four percent and the
five percent rate on restaurant meals is extended to
include catering services. /
New York State introduces its own two percent
sales tax and begins to collect, administer and
enforce the sales tax for all localities. New York
City lowers its own tax rate to three percent. Sales
tax on any'motor vehicle purchased by an out-of-
state resident is repealed, (effective date: August 1,
1965). /
The State raises its tax rate to three percent.
The City imposes a six percent tax on motor vehicle
parking and garaging services (effective date;
September 1,1970).
The State raises its tax rate to four percent.
The City raises its tax rate to four percent (effective
date; July 1,19/4). '
A four percent Municipal Assistance sales and use
tax is levied in lieu of the City’s sales tax. The
revenue from this tax is pledged to the Municipal
Assistance Corporation (MAC) to meet the interest'
payments on bonds issued by the corporation.
Revenue resulting from future expansions of the
City’s sales tax base does not belong to MAC but
flows directly to the City (effective date; July 1,
1975). On July 1, 2008, thC sales tax imposed by
the City will again be in effect. At that time the
City-imposed sales tax takes effect at the rate of
three percent. J ;
Protective land detective services hnd credit
reporting and collection services are added to the
City’s non-MAC tax base (effective date; September
1, 1975).

' Barber and beauty shops and health and weight
control salons are added to the City’s non-MAC tax
base (effectiye date: March 1,1976).
Sales and use taxes paid on machinery used in the /
production of tangible personal property, gas,
electricity or refrigeration, and steam for sale can be
claimed as a credit against the City’s general
corporation, unincorporated business or utility taxes
(effective date: July 1, 1977). For sales after,
December 1, 1989, the credit is replaced with an
exemption, reducing the City’s MAC tax base.



NYC 9/11 Public Portal Document

LEGISLATIVE HISTORY

and MAC tax bases (effective date; September 1, 1997 The State and City exempt clothing items under

71

NYC-WTC_000195568

Sts
to
in

ive

uly
nal

tools, supplies and services used or consumed in
production processes, including film produption, are
exempt from the City tax, bringing City tax law into
conformity with the State (effective date; September
1,1996). This law was amended October 1,1997 to
include live theatrical performances. The services
of installing, repairing, maintaining and servicing
tangible personal property used to produce a product
for sale by manufacturing, processing and
assembling are exempt from the City tax, reducing
the City's MAC tax base, bringing City tax law into
conformity with the State (effective date; September
1,1996).

the
by
be

ted
Ite;

ght
ing
te;

services, interior decorating, contract cleaning and
maintenance! services, previously taxed exclusively
by the City, are added to the State’s tax base
(effective date; June 1, 1990). The Stated and City
sales taxes due on automobile and boat leases of
duration greater than one year is due in total at the
inception of the lease and is no longer spread over
the life of'the lease (effective date; June 1, 1990).
The implementation of the CBECP is delayed
indefinitely.

1991 Shipping, transportation, postage and similar
delivery, charges, telephone answering services, and
sales of prewritten software are added to the State

nd
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1991).
1992 The additional cost of a new alternative fuel vehicle

(AFV) above the sales price of a comparable
gasoline or diesel powered vehicle and parts and

; labor charges related to converting a gasoline or
; ‘ diesel powered vehicle to an AFV are exempted

' from the State and MAC tax bases. This exemption,
' set to expire five years after the effective date of

September 1, 1992, was subsequently extended
' through 2002.

199S Interior decorating and design services are exempt
,from the City tax, reducing the City’s non-MAC tax
base (effective date; December 1, 1995). The State
requires cigarette stamping agents to prepay State \
and local sales taxes (at a seven percent blended
rate) on sales of cigarettes distributed to licensed
wholesalers, chain stores and retailers (effective
date; September 1,1995).

1996 The retail sale of shopping papers to the publishers
and! related printing services are exempt from the
State and MAG tax bases (effective date; September
1,11996). The State and City repealed their taxes on
clothing and footwear purchases under $500 during
the week of January 18-24, 1997, reducing the State

' and the City’s MAG tax bases. Printed promotional
materials delivered through the mail and associated
shipping services are exempt from State and City
taxes, reducing the State and MAC tax bases
(effective date; March li 1997). Vehicles leased by
Manhattan residents are exempt from the eight
percent parking and garaging surcharge, reducing
the City’s non-MAC tax base (effective date;
December 1, 1996). Parking charges paid to

' municipally-Owned and operated parking facilities
axe exempt! from State and City sales taxes, other
than the eight percent Manhattan parking surcharge
(effective date; December 1, 1996). Certain parts.

■i

/i
i

$100, excluding footwear, during the week of
September 1-7, 1997, and repealed their taxes on
clothing and footwear purchases under $500 during
the weeks, of September 1-7 and January 17-23,
1998, reducing the State and the City’s MAC tax
bases. The State permanently repealed its four
percent shies tax on clothing items and footwear
purchases under $110, and gave local governments
the option to match the repeal. If a locality within
the MCTD opts to repeal, clothing is also exempted
from the 0.25 percent MCTD sales tax. The locality
reimburses the MCTD for one half of the tax
foregone and the State reimburses the MCTD for the
other half (effective date; December 1, 1999). New
exemptions include; emissions inspection equipment
purchased by an official inspection station (effective
date; September 1,1997); bus purchases and repairs,
coin-operated car washes, coin-operated bulk
vending machines and photocopying machines at
fifty cents or less, teniporary transportation devices
sold through coin-operated equipment, food or drink
(except hot drinks or sandwiches) sold through coin­
operated vending machines, wine or wine product
furnished by the official agent of a farm, winery,
wholesaler, or importer at a wine tasting, and
receipts from admissions to all circuses (effective
date; December 1, 1997); internet access services,
defined as the service of providing connection to the
internet and including the provision of
communication or navigation software, an E-mail
address. E-mail software, news, headlines, space for
a website and website services (effective;date;
February 1, 1997);; receipts from the sale bf the
service of installing alternative fuel refueling
property (property used for storing and/or
dispensing fuel) and receipts from the retail sale of
alternative fuel refueling property (effective date;
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March 1.1998 through Febniary 28,2003).
1998 The State and City exempt clothing items under

$500, including footwear, during the week of
January 17-24, 1999, reducing the State and the
City’s MAC tax bases. Textbooks purchased by
full- or part-time college students for their courses at
accredited institutions are exempt from the State and
the City’s MAC; tax base (effective date; June 1,
1998). Computer system hardware used or
cohsumed directly and;predominately in designing
apd developing computer software for sale is
exempt from the State and the City’s MAC tax base
(effective date; JuneT, 1998). Coin phone calls
(iosting 25 cents or less are exempt from the State
and the City’s MAC tax base (effective date;
September 1, 1998). The exemption for telephone
central office equipment or station apparatus is
expanded to include equipment used directly and
predominantly in receiving, amplifying, processing,
transmitting telephone or telegraph signals
(effective date; September 1, 1998), Parking
changes paid to homeowners’ associations
(including co-ops and condominiums) by its
members for parking in a facility owned or operated
by the association are exempt from the 6 percent
City sales tax and the 8 percent Manhattan parking
tax ^effective date; September 14, 1998). Since
1997 the exemption includes facilities owned by
such an association, but operated by a third party.

1999 The State and City exempt clothing and footwear
purchases under $500 from September 1-7, 1999
and from January 15-21, 2000. The permanent
exemption of clothing and footwear purchases under
$110, scheduled to become effective Deceijiber 1,
1999, is postponed until March 1, 2000. The

' exemption for hot drinks and certain food items sold;
from vending machines isiextended to include
machines which accept credit or debit cards
(effective date: December 1, 1999). New
exemptions include; computer system hardware

i used in designing and developing internet websites
: (effective date: March 1, 2001); machinery or
'equipment used or consumed directly and
predominantly to upgrade cable television/systems
to allow for the receiving, amplifying, processing,
transmitting, re-tfansihltting, switching or
monitoring of telecommunication services for sale
and, communications equipment used in the
transmission of internet access scrvices (effectivo
date: March 1, 2001); and tangible personal property
sold to a coritractdr, subcontractor or repair person

for use directly and predominantly in the production
phase of farming (effective date: March 1, 2001).
The base for computing the use tax on self-produced
items which a manufacturer used iri its business
operations is modified from a use tax on the
manufacturer’s normal selling price to a use tax
based on the manufacturer’s ctjst of materials
(effective date; March 1, 2001). The sales tax
special recqrdkeeping and on-site inspection
requirement's for Manhattan parking garages is
extended until November 30, 2004. These special
requirements were originally enacted in 1992 to
improve Sales tax compliance.

2000 Purchases of gas and electricity from out-of-state
suppliers are subject / to State and local
contperisating use taxes (effective date; June l,
2000). An exemption for purchases of the service qf
transporting, transmittihg or distributing gas or
electricity, when such s,ervices are bought from a

/ company other than (he vendor of the gas or
electricity, is phased in; over four years, beginning
September 1, 200O, with such services fully exempt
beginning September 1, 2003. Purchases of gas or
electricity used in operating a gas pipeline or gas
distribution line or an electric transmission or
distribution line are exempt (effective date: June 1,
2000). Fuel, gas, electricity, refrigeration or steam
use(l in the production of tangible personal property
for sale, previously claimed as a credit against
general corporation tax and unincorporated business
tax, are exempted from City tax, reducing the City’s
MAC tax base and bringing City tax law into
conformity with the State (effective date: November
li 2000), New exemptions include; machinery,
equipment, and certain other specified tangible
personal property used by an operator of an Internet
(Jata center that sells Internet web site services, as
well as, services to the exempt property, and certain
other services used in the Internet data center, are
exempt (effective date: September 1, 2000); tangible
personal property used in providing
telecommunications services for sale or Internet
access services for sale; machinery, equipment,
parts, tools, supplies and certain related services
used in upgrading cable television systems to enable
them to offer digital cable TV service for sale or
Internet access service for sale (effective date:
September 1, 2000; cable TV exemption expires:
September 1, 2003); machinery, equipment, or other
tangible personal property used by a broadcaster in
the production of live or recorded programs for
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broadcast or in the transmission, as well as services
(effective date: September 1, 2000); food and non­
alcoholic beverages sold at dining facilities located
in senior citizen residences, where use of the dining
room is lirnited to residents and their guests, and
where the food and drink are served only in the
diping room dr a resident’s room (effective date;
December 1, 2000); manufacturing and industrial
pollution control, prevention, and abatement
equipment and machinery (effective date: March 1,
2001); candy, soda and certain fruit drinks sold for
75 cents, or less through vending machines (effective
date; September 1, 2000); purchases by out-of-state
residents of vessels and trailers sold for use with the
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I Administration: New York State and local sales tax laws provide that the State Department of Taxation
and Finance will administer the sales taxes imposed by both the State and the localities. A general sales tax is
collected from approximately 590,500 vendors in New York State. Vendors are responsible for collecting the
Sales tax from the purchaser at the time of sale. These vendors must file tax returns periodically. The
frequency and timing of filing is determined mainly by their level of receipts. Large vendors submit estimated

(payments to the State for the first two months of each reporting quarter. In the third month they submit a
return with remittances for complete quarterly collections. Small vendors submit returns quarterly or annually.

The State distributes estimated monthly payments to the City based on prior year payment patterns. At
the end of a reporting quarter remittances are conveyed to the City based on vendor returns received by the
end of the third month. In subsequent months, the State reviews returns for accuracy and processes late
returns. This may lead to substantial reconciliations of the distributions made in prior periods giving rise to
what are khown as prior period adjustments (PPAs). The State charges an administrative fee for this service,
which is allocated to each locality based on the locality’s share of total statewide, collections. For 2000, the
administraijive charge paid by the City was $19.3 million.

Forecast: The 2001 sales tax forecast is increased by $52 million to $3,651 million, a 4.0 percent
increase over the prior year. The 2002 tax revenue forecast is $3,710 million, 1.6 percent growth over the
prioryear. ,

Sales tax revenue growth has been strong in recent years, averaging 8.4 percent growth from 1997 through
2000 (common fate and base). Historic employment gains and strong growth in the tourism industry spurred
the growth in sales tax revenue over this period. Additionally, increased discretionary income in the City, as
robust Wall Street profits were translated into strong bonus payouts and a wealth effect resulting from the
steep appreciation of equities held by households, also buoyed consumption.

The sales tax is forecast to grow 4.() percent in 2001, a slowdown from the robust growth of nearly ten
percent in 2000, Sales tax revenue growth in the first three quarters of 2001 has been strong with the year-to-
date collections averaging 6.1 percent growth. Record employment gains during calendar year 2000 and a
record bonus payout on 2000 Wall Street profits continue to bolster consumption locally, despite signs of a
slowing national economy. Through the end of the year sales tax collections are forecast to grow 2.0 percent.
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vessel (effective date: March 1, 2001); and tangible
personal property and building materials used in
farm production, as well as utility services, and
services provided to farm real property. The 1998
exemption for promotional materials is extended to
prospectuses, paper, ink, mechanicals, layouts,

i artwork, photographs, color separations and similar
property furnished to a printer for use in producing

; promotional materials that are then sold to the
furnisher of those items (effective date; retroactive
to March 1, 1997). Additionally, commercial horse
boarding operations receive the same exemptions as

' farms (effective date; September 1, 2000).
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In 2002, sales tax revenue is forecast to increase by 1.6 percent (growth of 1.9 percent on a common rate
and base), reflecting a slowdown in local wage income due to a lower Wall Street bonus payout on calendar
year 2001 profits and moderating growth in City employment.

The deregulation of the energy industry and consequent legislative actions have had a large impact on the
sales tax revenue forecast. Beginning in 1997 the Public Service Commission (PSC) ,and Con Ed, and
subsequently other utilities, entered into agreements that set a schedule for competitive retail access and the
deregulation of the electric industry in New York State. The natural gas industry has been deregulated since
1991. The deregulation of electricity created a large loophole in the sales tax when the commodity portion of
the electric bill was unbundled from the transmission and distribution service (T & O). Transportation
servicesbave typically been exempt from the sales tax. This loophole was closed administratively by the State
on ApriJ 1, 2000. Subsequently, the State enacted utility reform legislation that phases out the State and local
sales and use tax on the T & D portion of the electric and natural gas Charge. Effective September 1, 2000, the
State and local sales tax rates were reduced by 25 percent. Each subsequent year the'State and local sales tax
rates will be reduced another 25 percent resulting in a full exemption of the T & p portion of electric and
natural gas sales on September 1, 2003. Additionally, the State imposed a us'e tax on the commodity
component of energy purchased from out-of-state vendors at a rate of 4.0 percent (effective date: June 1,
2000). '

The impact qf deregulation on the City sales tax revenue depends also upon the participation of businesses
and individual consumers in competitive gas and electric retail access. Prior to NQvember 1, 2000, the portion
of the Cori Ed electric load available for competitive retail access was set by PSC agreement. On November
1, 2000, 100 percent of the Con Ed electric load was made available to competition. Since the January
Financial! Plan, estimates of participation in competitive electric and gas retail access have been revised
downward. Fewer businesses and consutriers are participating in’ competitive retail access than previously
estimated, reducing the estimated revenue loss in the near-term from energy deregulation. The impact of
energy deregulation and Stale utility reform legislation is estimated to reduce sales tax revenue by
approximately $7 iriillion in 2002 and, with increasing public participation in the deregulated market, will
reduce revenues by over $140 million in 2005, a decline from the January Financial Plan of $13 million and
$60 million, respectively.

Sales tax revenue is forecast to grow an average of 4.7 percent on the continuing base; in 2003 through
2005. '' ■: ' ■' / '
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Tax Base and Rate: The City
imposes a tax on all utilities and
vendors of utility' services, including
operators of omnibuses. The tax is
levied at a' fate of 2.35 percent on the
gross incofne of faxpayers.

Legislative History: In 1933 en­
abling legislation allowed New York
City to levy a gross income tax on
utilities and vendors of utility services.

UTILITY TAX
The utility tax is projected to

account for 1.1 percent of tax revenue
in 2002, or $258 million.
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The Competitive Business Energy Costs Program became effective in 1987 as part of an effort to lower
the cost Of .doing business in New York City. Under this program, the City no longer required utility

I corporations selling electricity, natural gas and steam to pay the utility tax on revenue derived from business
' customers. These savings were to be passed on to businesses through lower utility rates. The program was in

effect for only one year and is estimated to have reduced City tax revenue by approximately $30 million in
. 1988. The program was subsequently cancelled.

The current rate of 2.35 percent was imposed on January 1, 1966. Since 1985, utility tax collections have
been reduced by the Energy Cost Savings Program (ECSP) which granted a 30 percent rebate on electricity
charges and a 20 percent rebate on natural gas charges to eligible nonresjdential users operating in Brooklyn,
the Bronx, Queens, Staten Island and Manhattan north of 96th Street. Non-retailers outside the City which
relocate to the designated areas (after May 3, 1985) are also eligible. Effective November 1, 2000, legislation
changed the ECSP rebate on electricity and gas from a discount on all utility charges to a discount solely on
ptility delivery charges. The legislation raised the rebate percentage to 45 percent of eligible electricity
Charges and 35 percent of eligible natural gas charges in an effort to maintain roughly the same benefit levels,
in dollar terms, as previously. Currently, there are 1,551 companies participating in the rebate program. A
similar program, the Lower Manhattan Energy Program, was incorporated into the Commercial Revitalization
Program (effective 1995) and focused on stimulating economic development in lower Manhattan. The
program offers a 12-year (13 years for buildings designated as landmarks) rebate on the electric bills of
building owners who have improved their buildings by at least 20 percent of assessed value. The program
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The deregulation of the energy industry and subsequent legislative actions have and are forecast to
continue to have a large impact on the utility tax revenue forecast. Beginning in 1997, the Public Service
Commission (PSC) and Con Ed, and subsequently other utilities entered into agreements that set a schedule

' for competitive retail access and the deregulation of the electric industry in New York State. The natural gas
industry has been deregulated since 1991.

On March 13, 1997, Con Ed and the PSC entered into a settlement agreement with respect to the, PSC’s
Competitive Opportunities proceeding, with PSC approval occurring on August 29, 1997. The settlement
agreement features a five-year fate plan to facilitate the transition to competition, effective January 1, 1998.
The five-year rate plan called for an immediate 25 percent!electric rate reduction for Con Ed’s largest
industrial customers, a 10 percent rate reduction for other large industrial and commercial customers (which
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include office buildings, hospitals, colleges and universities) and a 3.3 percent rate reduction for residential
and small commercial custoiners. The five-year rate plan superceded the prior 1995 rate agreement as of
March 31, 1997, and the revenue requirement increase for the third rate year of the 1995 agreement was
reversed. In calendar year 2000, Con Ed agreed to further reduce retail electric rates and extend the electric
restructuring agreement by three years, to 2005. Effective October 1, 2000, the total reduction in retail
distribution rates was 16.8 percent. Also an additional 200 megawatts of capacity became eligible for business
rate incentives. The settlement agreement reduced utility tax revenue by $5 million in 2000, and is expected
to reduce revenue by $9 million in 2001 and $10 million in 2002.

As a result of the 1996 PSC Competitive Opportunities proceeding, the PSC ordered a complete
restructuring of the/State’s energy utilities to encourage competitive/markets. This agreement originally set
the pace of deregulation* in the State with the expectation of full retail access by 2006. The original PSC
agreements provided a transition to a competitive retail market through the development of retail access plans,

' a reasonable recovery of strandable costs and the divestiture to unaffiliated third parties of approximately 50
percent of electric generating capacity in the City. The PSC agreements were revised in 2000, allowing for
full retail access for all customers as of November 1, 2000. Additionally, Con Ed has completed the process
of divesting itself of all its generating capacity. Since the January Financial Plan, estimates of participation in
competitive electric and gas retail access have been revised downward. Fewer businesses and consumers are
participating in retail access than previously estimated, reducing the estimated revenue loss in the near-term
from energy deregulation. The impact of energy deregulation and State utility reform legislation is estimated
to reduce utility tax revenue by approximately $2 million in 2001 and 2002 and with increasing public
participation in the deregulated market, is expected to reduce revenue by approximately $26 million by 2005.

Forecast: The 2001 utility tax forecast is increased by $20 million to $260 million, a 5.3 percent increase
over the prior year. In 2002, utility tax revenue is projected to decline 0.8 percent over 2001 to $258 million.
The strong growth forecast for 2001 is attributable to the robust local economic expansion in calendar year
2000 and an increase in regional energy prices, principally caused by diminished OPEC oil production. The
decline in 2002 reflects a projected reduction in energy prices Already being seen in the second half of 2001,
and slow growth in the local economy. The ECSP is estimated to reduce collections by $32 million per year in
2001 and 2002. In 2003 through 2005, utility tax revenue is forecast to decline an average of 2.4 percent as a
result of the increasing public participation in competitive retail access.

1
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40,000
(18,900)

$748,248

40,000
(19,300)

$759,539

0
(400)

$11,291

Auto Related Taxes
Auto Use .................. . . . .
Commercial Motor Vehicle
Taxi Medallions Transfer .

0.0
(2.1)
1.5%

; Excise Taxes
’ Beer and Liquor ..................

Cigarette; .............. .............
Liquor License Surcharge .
Horse Race Admissions ...
Off-Track Betting..............
Off-Tra<^ Betting Surtax ..

0
0
0
0

(1,600)
400

All other taxes are projected to account for 3.4 percent of total City tax revenue in 2002, or $759.5
million.
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Miscellaneous
OtherRpfunds .............. .....................;
Payments in Lieu of Taxes (PILOTs) ,,.
Stock Transfer ................................. .
Waiver’................... . .................... .
Penalty & Interest Real Estate .'....... i..

(Current Year)................ ............. . ...
Penalty’& Interest Real Estate ......\ ..

(Prior Year).................. ............... ...
Penalty^ Interest - Other Refunds ....

Total................. . ...................... ..........

2001-2602 Other Taxes Forecast
Excluding Tax Audit Revenue

($ Thousands)

200^
2001 ' Executive

Forecast Budget

Increase/(Decrease)
From 2001 to 2002 Percent

Amount Growth

(52.5)
(7.1)
0.0
0.0

0
0
0

77 f



NYC 9/11 Public Portal Document

/

ic

E

I

78

NYC-WTC_000195575

i

(

(

J

c
3
c
c
r

of
co
an
co
Pr
in
pc
W'

in
fc
cc
C(

Itl

AUTO related TAXES

Auto Uife Tax: This tax is imposed by the City on privately-owned vehicles at the annual rate of $15 per
vehicle. The tax was first imposed on October 1, 1974, and the amount has since remained unchanged. The
tax is administered by the State Department of Motor Vehicles, with an administrative charge levied on the
City for this service. In 1990, taxpayers were required to change from annual to biennial payments to conform
to a change in State registration procedures. This new procedure resulted in roughly half of all registrants in
1990 paying for two years, while the other half continued to pay only the annual fee. Revenue from the tax is
projected to be $32.2 jnillion in 2001 and in 2002.
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HOTEL TAX

The City has imposed a hotel room occupancy tax since 1970. This tax is levied in addition to the
combined City and State sales tax. Until 1986, the tax was imposed as a flat fee based on the daily rental
value of the hotel room occupied. The fee ranges from a minimum of $0.50 up to $2.00 per day for rooms
priced at $40 or more. An additional five percent tax on the rent or charge was imposed in, July 1986.
Subsequently, tax collections increased from $26 million in 1986 to $79 million in 1987. The State introduced
a special hotel occupancy tax of five.percent (effective June 1, 1990) on rooms costing $100 or more per day.
The City rate was increased to six percent on September 1, 1990. The total tax rate payable on rooms priced
over $100 in the City was therefore 19.25 percent, in addition to the $2.00 flat fee. One-quarter of the revenue
collected from the additioiial City one percent tax rate increase was earmarked for the development of tourism.
Of this dedicated revenue, seven-eights of the one-quarter percent funded the New York Convention and
Visitors Bureau, The remaining one-eighth was not dedicated to a specific organization but had to be
expanded on tourism-related activities. In 1994, the tourism portion totaled $4 million.

•' ' ■ ' /

In 1994, both the State and City acted to reduce the hotel occupancy tax burden. Effective September 1,
the State eliminated its five percent tax. Effective December 1, the City;repealed its onepercent tax increase,,
including the dedication of the one-quarter percent to tourism, returning the rate to five percent. '

The hotel tax forecast has been reduced by $3 million in 2001 to $237 million, growth of 8.5 percent from \
the prior year. Last year, fiscal year 2QQO was an excellent year for the hotel tax with growth of 9,8 percent,
average daily room rates up 5,2 percent to $225 and average occupancy levels rising to 84 percent during the
year. In 2001, however, the industry’s fortunes have been mixed.

In the first half of the year, growth in average daily room rates was strong given the record levels of
occupancy, but in December, with decreasing demand, average daily room rates fell from the prior year’s high
levels. Occupancy rates have continued to sag and room rate growth has also slowed ip the ensuing months, a
trend which is expected to continue amid a slowing economy and declining business travel. The increase in
the supply of hotel rooms, jparticularly low cost rooms, also means that hotel operators do not have the pricing
power they enjoyed in recent years. In 2001, growth in the room rate is forecast at 5,9 percent, but with a
further increase in the number of rooms, average occupancy levels are forecast to decline 1,7 percent.

The forecast for 2002 has been reduced by $2 milliori to $246 million, growth of 3,8 percent over the prior
year. The total number of visitors to New York City is still forecast to rise this summer, however, growth in
demand is riot expected fej keep pace with the increase in the number of rooms. Average occupancy levels are
forecast to (Recline to 80 percent for the year and room rates increase just three percent. In the outyears of the
plan, moderate increases in the supply of rooms and slow growth in average daily room rates lead to average
growth of 3.7 percent in hotel tax collections.



NYC 9/11 Public Portal Document

i)

*

79

NYC-WTC_000195576

fper
The
the

arm
s in

is '

;o the
rental
ooms
1986. ;
iuced /
r day.
jriced
v'enue
irism.
a and
to be

Be«r and Liquor Excise Tax: Since 1980, the City has imposed a tax on licensed distributors and non­
commercial importers on the sale of beer and liquor within New York City. The current tax rate is 12 cents per
gallon of beer and 26.4 cents per liter of liquor with an alcohol content greater than 24 percent. The City does
pot impose a tax on wipe. The tax is administered by New York State. The tax is expected to generate $21.5
million in 2001 and in 2002.
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Liquor License Surcharge: This tax is imposed on distributors and non-commercial importers of beer
and liquor 'it a rate of 25 percent of the license fees payable under the New York State Alcoholic Beverage
Control Law. This tax is expected to generate $3.0 million in 2001 and 2002.

Horse Race Admissions Tax: A three percent tax was imposed in 1952 on the price of all paid
admissions to horse races held either partly or wholly within the City of New York. Revenue from this tax is
expected to be $0il million in 2001 and 2002. \

Off-Track Betting (Dividend), and Off-Track Betting Surtax: A surcharge is exacted on most bets
placed at New York City Off-Track Betting offices, and on most bets placed statewide on races held within
New York City. The dividend payment, reflecting 0TB’s current year profit, is estimated to be $13.3 million
in 2001 and $11.7 million in 2002. Revenue is forecast at $20.9 million from the Off-Track Betting surtax in
2001, and $21.3 million in 2002.

Commercial Motor Vehicle Tax: This tax was first levied in 1960 on vehicles used for the transportation
of passengers (medallion taxicabs, omnibuses and other for-hire passenger vehicles) and on all other
commercial trucks and vehicles. The tax is charged at different rates, based on the purpose for which vehicles
are used. Significant legislative changes in 1990 resulted in a revision of the rate schedules for many
commercial motor Vehicles. The rate for medallion taxicabs was raised to $1,000 per year, from $100 the
previous year. Other Tor-hire passenger vehicles (livery cabs and omnibuses) pay $400 per year, a $300
increase over the 1989 rate. The rate schedule for other commercial vehicles 5 weighing less than 10,000
pounds was left unchanged at $40 per year, while the rate for heavier vehicles was increased, with trucks
weighing over 15,000 pounds paying the highest rate of $300 per year. Medallion taxicabs pay twice a year,
in December and June, while owners of other types of commercial vehicles pay annually in June. In 2001,
following a Department of Finance initiative the City transferred the collection and administration of the
commercial motor vehicle tax for livery taxicabs and light trucks to the State, thereby improving the rate of
compliance. Revenue from the tax is projected to be $43.7 million in 2001 and 2002 after collections of $51.0
million in 2000. ' '

Taxi Medallion Transfer Tax: This tax is imposed at a rate of five percent of the consideration paid for
transfers of taxicab licenses (medallions). The tax is expected to generate $3.6 million in 2001'and 2002.

EXCISE TAXES

Cigarette Tax: The City has imposed a tax on the sale of cigarettes in the City since 1952. The current
rate is eight cents for each, pack of 20 cigarettes and twp cents for each five cigarettes or fraction thereof past
20. This tax is imposed in addition to a State cigarette tax which is currently $1.11 per pack after the increase
of 55 cents effective March 1, 2000. Other tobacco products are not subject to the tax. Revenue from the
cigarette tax has been steadily declining due to a reduction in cigarette consumption and the increase to the
New York State tax rate per pack. Receipts from the cigarette tax are expected to be $28 million in 2001 and
2002. h - f
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Penalty and Interest J Others Penalty and interest charges collected on outstanding balances for all taxes
except the real property tax are reflected in penalty and interest-other. Starting in 2001, the processing bank no
longer reports the penalty and interest collected separately. Revenue tracking under this heading is
discontinued. The penalty and interest collected is appearing as a diminutive addition to the collections
reported for the following taxes: commercial rent tax, liquor license surcharge, taxi medallion transfer tax and
cigarette taXi

Penalty and InterestOther Refunds: The City currently pays out interest on refunds claimed on
overpayments against the first installment paid on business income taxes, on audits of the general corporation
and unincorporated business taxes already collected by the Department' of Finance but overturned by Federal

■

MISCELLANEOUS
; I

Other Refunds: These refunds are primarily paid out on the commercial rent tax and waiver and are
projected to be $32 million in 2001 and $15.2 million in 2002. The large increase in 2001 reflects refunds
expected to be made to certain rionresident City employees who paid the City income tax under Section 1127,
but who were found, as a result of recent litigation, not to be subject to Section 1127.

pilots: Payments in;lieu of taxes (PILOTs) are contractual agreements between public agencies and
private property holders which result in real property tax relief in order ito: (1) induce businesses to remain in
New York City; (2) attract new business; (3) provide subsidies for low income housing; and (4) promote
economic growth. PILOT payments are either fixed sums based on r^af property taxes paid on the underlying
property in the year preceding the agreement, formulas calculated on the income derived from business
operations at the PILOT facility, or a combination of both. Payments are remitted quarterly, semi-annually or
annually. ; - i / /

There are four primary sponsor agencies which serve as intermediaries betweep the City and the PILOT
facility owner: New York City Housing Authority, Port Authority of New York and New Jersey, Industrial
Development Agency and Battery Park City Authority. These agencies administer projects that comprise
approximately 95 percent of PILOT payments received. Two smaller sponsors are the Econpmic
Development Corporation and the Triborough Bridge and Tunnel Authority. PILOT revenue is expected to be
$168.5 million in 2001 and S156,6 million in 2002.

Stock Trader Tax: The State repealed the City’s stock transfer tax in 1980 and provided for annual
appropriations of not more than $120 million as compensation. Until 1988, the State appropriated to the City
approxiniately $118 million annually. Following a slowdown in State revenue growth, the appropriation was
reduced to $83 million in 1990 and to $56 million in 1991. In 1992, the appropriation was restored to $114
million. In 2001 and 2002, a level of $114 million is expected,

Waiver (Personal Inco!me Tax On Nonresident City Employees): Under section 1127 of the New York
City Charter, the City may collect payments from nonresident employees of the City or any of its agencies in
an amoiint which equalizes their personal income tax liability to what it would be if they were residents.
Revenue is projected to be $62.3 million in 2001 and 2002.

' I . ■ i ' :

Prior Year and purrent Year Penalty and Interest - Rieal Estate; Taxpayers who do not pay their real
property tax on time are liable for interest charges on outstanding balances. Interest is charged at a rate of nine
percept for taxpayer? whose annual liability is under $2,750 and 18 percent for all other taxpayers. Penalties
and interest received against current year delinquencies are expected to be $11 million in 2001 and $10 million
in 2002, while penalty and interest collections from prior year delinquencies is expected to be $40 million in
200 Land 2002.

J
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or State rulings, and on payments made under protest by taxpayers who subsequently substantiate their claims.
As a result of legislation, interest on overpayments claimed on amended returns is currently no longer paid for
tax years beginning with 1989 as long as the refund is paid within a 90-day period. Penalty and interest - other
refunds is projected to be $18.9 million in 2001 and $19.3 million in 2002.

TAX ENFORCEMENT REVENUE

The Departmetit of Finance targets delinquent taxpayers through agency audit activities, selected use of
collection agencies and computer matches. Audits are forecast at $399 million in 2001 and $487 million in
2002. ,
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MISCELLANEOUS RECEIPTS

Forecast of Miscellaneous Receipts

i

Total Miscellaneous Revenues $3,413 $3,257

(

ii"

Licenses
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$47
98

193
200
428
848
139
479
981

2001
Forecast

77

Forecast
to

Executive
Budget
Increase

(Decrease)

Miscellaneous revenues are estimated at $3,257 million in 2002, a decrease of $156 million from 2001,
exclusive of private grants and intra-city revenues. The revenue classes listed above are regrouped and described
in the following three areas: Cost-based Charges (Licenses, Permits and Charges for Services); Water and Sewer
revenues; and Other Income (Interest Income, Franchises, Rental Income, Fines, and Miscellaneous).

(1)
(13)
\(4)
(56)
(13)

1
(28)

1
(43)

$(156)

Miscellaneous Revenues
($ in Millions)

The non-tax revenue portion of City Funds is referred to as miscellaneous revenues. The 2002 Executive
Budget includes eleven classes of miscellaneous revenues, which are discussed below,

. 2002
Executive

Budget

85
189
144
415
849
111
480
938

The City issues approximately 485,000 licenses. About 85,000 are non-recurring, 145,000 arc renewed
annually, and 255,000 biennially. The major sources of license revenue are taxi and limousine licenses, pistol
licenses, marriage licenses, and various business licenses under the jurisdiction of the Department of Consumer
Affairs.

Licenses ........... . ...................
Permits................ . ................
Franchises and Privileges.........
InterestTneome .......................;
Tbition and Charges for Services
Water and Sewer Revenues ...'.
Rental Income ............. .......
Fines and Forfeitures .........
Miscellaneous .. ................ . . .

The 2t)02 forecast for license revenue is $46 million, $1 million less than 2001. The decrease is due to the
biennial renewal period for certain business licenses.

I'i

Cost-based Charges

Cost-based Charges are revenues collected as a result of the City providing a service (copies of official records,
or inspections and reviews) and may be related to the government’s police or regulatory functions (pistol permits,
restaurant licenses, building plan examination fees). In the absence of specific State legislative authorization for
the City to impose a tax or a specific fee, the City may, where otherwise allowed by law, impose a user fee to
recover the cost of providing services.
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The major sources of revenue are permits for building construction and alteration, street opening, restaurants,
hazardous niaterial, and air pollution control. The 2002 forecast for permit revenue is $85 million, $13 million
less than 2001. The decrease is due to a decline in receipts for various construction-related permits issued by the
Department of Buildings.

Permits are issued to 800,000 individuals or entities for the use of facilities, premises or equipment.
Approximately 240,000 permits are renewable on an annual basis, 60,000 are renewable biennially, and 70,000
are renewable triennially. Seasonal or single occunence permits, such as tennis, golf, and building permits account
for 430,000 additional permits, all of which are issued and regulated by nine City agencies.

Tuition and Charges for Services

The City collects tuition from students enrolled at community colleges, jin addition, the City collects money
from charges to the public and other governmental agencies for services rendered. There are over 100 different
service fees in this category, including fees for parking, towing. Sheriff poundage, provision of'school lunches,
copies of reports, processing applications, searches, and performing fire and building inspections. The 2002
forecast for tuition and charges is $415 million, $13 million less than 2001. The loss of one-time revenues collected
from the processing of 421-a tax exemption applications for large developments, a construction-related increase
in sidewalk repair reimbursement, and the sale of several parking facilities anticipated for 2001, contribute to this
change.

recast
to

joutive
jdget
trease
crease)
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Rental Income ; \

Rental income is derived from revenue collected from both long and short-term agreements for the occupancy
of City-owned property, including condemnation sites and in rem building^. Approximately 4,170 properties are

Other income includes fines, franchise payments, rental income, interest earned on the City’s cash balances,
and income from other areas in which productivity may have a positive effect on the amount of revenue collected.
Each of the sources included in this area has its own unique basis for management and improvement, some of
which are directly affected by the City’s policy toward such varied items as housing, economic development,
transportation, and quality of life issues.

i

1

The 2002 forecast for franchise revenue is $189 million, compared to $193 million in 2001. The 2001
collections reflect higher fee payments from cable television and high capacity fiber franchises.

Interest Income

The City earns interest income by investing funds from four sources: overnight cash balances, debt service
accounts, sales tax, and cash bail balances. Overnight cash balances are invested and earn interest at approximately
the federal funds rate. । Property tax receipts are held by the State Comptroller to satisfy City debt service payments,
and earnings are forwarded to the City monthly based on bond payment schedules. The determinants of the value
of this revenue source are the value of cash balances, tax receipts, and the interest rate.

The 2002 forecast for interest earnings is $ 144 million, a decrease of $56 million from 2001. Lower interest
rates, a change in short term borrowing, and an expected return to normal cash balances account for this change.

Franchises and Privileges

1!

I(If

iIp

K
I

This revenue consists of franchise fees for the public use of City property and privilege and concession fees
for the private use of City property. These uses include franchised bus lines, conduits that run under City streets,
concessions in public parks and buildings, waste disposal at City disposal facilities, and payments from utility
companies for transformers on City property.

IB"
i

Water and Sewer charges are collected by the New York City Water Board. From these charges the Board
has paid revenue to the City in two components;^ reimbursement for operation and maintenance (O&M) of the
water delivery and waste water disposal systems and rent. The O&M reimbursement is equal to the amount spent
by the City to supply water and treat and dispose of waste water on behalf of the Board. The City is reimbursed
only for its expenditures. The rental payment from the Water Board is intended to pay for the use of the City’s
water supply, distribution, collection and treatment plant, and is equal to the greater of debt service payments for
outstanding water and sewer-related general obligation debt or 15 percent of Water Authority debt service.

The Water Board has proposed a 3.5 percent rate increase for 2002. The forecast for Water Board revenue
is $ 1,57 billion, including a City paynient of $33 million for municipal water and sewer charges and $84 million
for interest on funds held by the New York City Municipal Water Finance Authority. The Water Board will pay
$609 million for Water Board and Authority expenses and debt service. The City will receive $720 million for
services rendered in the delivery of water and the collection, treatment, and disposal of waste water, and $129
million for the rental of the water supply and sewer system plant, in accordance with the lease agreement between
the Water Board and the City. , ! '
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FORECAST

$370,000
42,000
18,067
12,007
9,060
7,963
6,880
3,619
3,995

$473,59f
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2002
EXECUTIVE

BUDGET

$383,005
33,781
18,067
12,907
7,441 .
7,085
3,285 <
4,902
5,575
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The City collects fine revenue through courts and administrative tribunals for violations issued under the
Administrative Code, Vehicle and Traffic Law, and other laws,' Forfeiture revenue is obtained from the surrender
and conversion of bail and cash bonds, and contractors’ performance bonds, "pie 2002 forecast for forfeitures is
$3.6 million, $2.2 million less than 2001. One-time improvements in cash bail forfeiture processing and
eliminating backlogs in several City agencies accounts for the change. The revenue expected frorh fines in 2001
and 2002 is listed below: '

rented from the City. Over 3,000 are in rem or condemnation sites, 170 are covered by long term agreements,
and approximately 1,000 are schools that are rented on a per event basis after school hours.

The 2002 forecast for rental income is $111 million, $28 million less than in 2001. The decrease is due to
additional rental payments received from the Port Authority of New York and New Jersey, based on increased
activity at Kennedy and LaGuardia airports in calendar year 2001, one-time rental income from Yankee and Shea
stadiums, the declining inventory of residential units managed by the Department ofiHousing Preservation and
Development, and lower revenue from percentage-based rent agreements collected by the Department of Citywide
Administrative Services.

//■

The Environmental Control Board (ECB) adjudicates more than 600,000 notices of violations issued by over
a dozen City agencies for infractions of the City’s Administrative Code related to street cleanliness, waste disposal,
street peddling, fire prevention, air, water and noise pollution, building safety and construction, and other quality
of life issues. ECB will collect $34 million, $8 million less than in 2001. This decrease is due to the clearing of
a temporary backlog of non-compliance cases. In 2002, the) Department of Transportation will increase
enforcement against illegal construction and street obstruction,! and the Department of Buildings will begin

I i ;

The Parking Violations division of the Department of Finance is forecasted to collect $383 million in parking
' fines in 2002, $ 13 million more than 2001The Department’s initiative to enhance customer service and provide
one-stop shopping will continue to improve collections by offering electronic payment options, streamlining
workflow, and eliminating duplicative activities. The Department of Finance has expanded several programs to
improve the processing of parking summonses that currently are not being collected, and is supplementing in­
house collection efforts by employing the services of private collection agencies. In addition, to combat dangerous
traffic violations, the City will deploy 50 red light cameras at various locations throughout the City, designed to

' improve safety for both drivers and pedestrians by photographing vehicles that “nin” a red light.

f ’

SOURCE
(SinOOO’s)

' Parking Violations .. .............. .
Environmental Control Board, ..
Traffic Violations ............... . ...
Department of Health...............
Taxi and Limousine Commission
State Court Fines :.........
Department of Buildings ......

’ Department of Consumer Affairs
Other sources ......... .

Tbtal .U.......................... .
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The Executive Budget includes $392 million in private grants in 2002, $47 million less than 2001. Additional
private grant funding will be modified into the budget during the course of the year, as additional funding sources

prosecuting violations of the laws governing the placement and size of signs. The ECB will conduct hearings
and enforce judgments for both of these violations.

\\

if

5

The 2002 forecast for miscellaneous revenue is $938 million, $43 million less than in 2001. Proceeds from
the sale of the New York City Off-Track Betting Corporation, the disposition of surplus commercial and residential
real property, including economic development sites, a higher tobacco settlement payment, and reimbursement
of landfill closure costs will partially offset non-recurring revenues from the Sale of the Coliseum, revenue from
health benefit stabilization fund, and reimbursement of debt service costs by the Health and Hospitals Corporation.

Miscellaneous revenue is composed of a variety of revenues not otherwise classified in the City’s Chart of
Accounts. The primary items are the sale of City property, mortgages, cash recoveries from litigation and audits,
revenue from Police Department Property'Clerk auctions, refunds of prior year expenditures, the sale of the City
Record and other publications, and subpoena fees. This source Of revenue has, at times, contributed significantly
to the miscellaneous receipts. /

Interfund Revenues

Interfund R.evenues (IFA’s) reflect reimbursement by the Capital Fund for expenditures of the General Fund
for first-line architectural, engineering, and design costs incurred by the City’s own engineering and support staff.
These costs are assigned to particular capital projects and are valid capital charges under generally accepted
accounting principles. In 2002, IFA reimbursements will be $301 million.

The City also collects revenue from the' adjudication of traffic violations issued in the City of New York,
certain fines adjudicated through the State-operated Criminal and Supreme Court system, and fines collected by
the City for violations Of City and State health code regulations, administrative code violations, building code
violations, and violations issued under the authority of the Consumer Protection Law, the State Agriculture &
Market Laws, and the Licensing Law.

Miscellanedus ' '

I

/

iB
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The Executive Capital Budget and Four-Year Plan, 2002-2005

B

$1,230 , $1,244Ind

bd

$1,244 S750

Sii

$5,805$6,945 $6,098 $4,696Total Commitments $7,328

87 87 430 430 565

$7,032 $7,415 $6,235 $6,528 $5,261 $5,503Commitment Plan.i.

Total Expenditures....

*Note: Individual items may not add to totals due to rounding
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$387
363

0

$528
716

0

$4,938

,'565

$188
246
155
213
293
268

1,381
$2,744

$120
273
134
313

$840

$188
246
155
214
293
282

1,654
$3,032

$120
277 ,
123
170

$691

$47
99
107
507
47

$807

$47
,99
1'07
482
47

$782

$75
54
64
84
137
84

631
$1,129

$56
108
239
655
430

$1,488

$106
360
286
171

$923 ,

I®'
h

Environmental Protection
■ Equipment........... ............ .
• Sewers................. ..............
• Water Mains..... ..............
• Water Pollution Control .......
• Water Supply.....................

Subtotal. .............

$213
176
528

1,138
170

$2,225

$42
201

1,003
1,119
272

$2,637

$106
358
743
202

$1,409

$101
108
239
680
430

$1,558

$156
53
63
71
316
83

614
$1,357

$172
36
109
126
329
88

371
$1,232

$156
53
63
71

316
83

575
$1,318

$106
310
556
464

$1,436

$106
360
286
131

$883

$106
348
628
192

$1,274

$172
36
109
126
329
89

428
$1,289

$135
; 173
' 528
1,106
170

$2,115

$75
54
64
84
137
84

573
$1,071

$106
284
536
464

$1390

$177
186
203
143
218
387

/ 2,506
$3,820

$2,266
46
143

$2,455

$494
232

0
$726

$173^
186
170
139
204
374

2,395
$3,641

$418
86
0

$504

$322 .
57
0

$379

$532
86
0

$618

$446
57
0

$503

Transportation
■ Mass Transit.......,
■ Highways.......
■ Highway Bridges,,
• Waterway Bridges

Subtotal „...,.... .

$400
559

0
$960

$1,123
5

274
$1,402

$371
203

0
$575

$1,272 i
11
18

$1,301

$1,272
6
18

$1,296

$2,397
59
143

$2,600

City Operations & Facilities
• Correction..... ..............
• Fire.................I.............
• Police....... ............... .

; • Public Buildings.......
• Sanitation................. .

’ • Parks..... ■’.......... ...................

• Other...........................
Subtotal..............................

$1,146
8

90

$1,113
3

274
$1,389

$1,136
4

90

$42,
201i

1,003
1,144

272
$2,662

Education & Hospitals
• Education.......
■ Higher Education...........
• Hospitals...... ..i......

Subtotal............. .................

Housing And Economic Development
* Housing .....;............
■; Economic Development......
4 PortDevelopnjfnt,,..,.,.,,.....

Subtotal.............. ,L..................

I
I $566
' 553

0
$1,119

$9,862 $10,729 $8,294 $9,209

ban of
aiidits,
le City
icantly
J.

Is from
dqntial
semen 1
Hfrom
Hdon.

$1,164; $1,174
/ 14' 16

, 231 231
$1,408 $1,420

$6,413 $7,280 $7,869 $8,784

$451/ $451
343 ; 368
409 509
99 144

$1,302 $1,472

Rescue For Unattained Commitments (3,449) (3,449) (425) (425)

$155 $201
247 247
403 i 403

1,172 ' 1,202
113 113

$2,090 $2,166

$4,407 $4,923 $6,159 $6,682 $5,899 $6,509 $6,384 $6,969 $6,439 $6,880

The 2002 Executive Capital Budget includes new appropriations of $9.0 billion, of which $8.0 billion are
to be funded from City sources. These appropriations, together with available balances from prior years,
authorize total commitments for 2002 of $9.2 billion, of which $8.3 billion will be City-funded. City funds
include proceeds of bonds issued by the City Municipal Water Finance Authority and the State Dormitory
Authority, and the Ndw York City Transitional Finance Authority as well as City general obligation and
Tobacco Settlement bonds. As indicated in the table below, the targeted level for City-funded commitments is
$7.9 billion in 2002, The aggregate agency-by-agency authorized commitments of $8.3 billion exceed the
2002 financial plan by $425.0 million. Excess authorizations in this proportion have proven necessary to
achieve commitment spending targets by accommodating such factors as project scope changes and delays.

FY 2001-2005 Commitment Plan
($ in millions)

. ....2()()i 2002 ' i 2003 • 2004 2005
City All City All City All City All City All

Funds Funds Funds Funds i Funds Funds . Funds Funds Funds Funds
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Non-City capital funding sources include $915.0 million in the 2002 plan and $1.8 billion over the 2002-
2005 four-year plan period, the majority of non-City funding supports Transportation, Housing, and
Environmental Protection programs.

i
is#"

" I

■

Transportation programs are projected to receive non-City funding of $738.4 million over the 2002-2005
period, with $633.6 million from the Federal government and $103.0 million from the State, and private funds
of $1.8 million. Housing programs anticipate non-City funding of $539.1 million in the 2002-2005 period,
consisting of $389.1 million in Federal funding and $ 150.0 million in private funds. Environmental Protection
programs anticipate receiving $196,5 million in non-City funding over the 2002-2005 period, with $5.4
million from the Federal government and $ 191.1 million in State funds.

I * Projecled
* * Includes general obligation and Tobacco Seltlemeni bond-funded program,

Courts program to be financed by the State Dormitory Authority.

I
■ Non-City Funding T
I Water Authority Funding
■ Other City Funding**

S \ ; / /

FY1997-2005 CAPITAL COMMITMENTS BY FUNDING SOURCE

1997 / 1998 1999 2000 ; 2001* 2002 2003 2004 2005
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The Capital Program since 1997

1997 1998

I
■■■■■

$1,180 $1,185 $671 $1,003 $1,018

iB

$1,049 $1,049 $1,278 $1,279 $1,468 $1,470 $1,152 $1,191

' $263 $358

$868 $912

* Note: Individual items may not add^to totals due to rounding
i-
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Total Commitments

Total Expenditures.

$4,565 $5,066 $3,709 $3,904 $3>1 $4,050 $3,721 $3,974

$3,568 $3,946 $3,631 $3,985 $4,385 $4,786 $3,919 $4,256

$59
49
37
80
198
141
304

$185
166
460
352
17

$74
224
212
408
85

$85
224
212
412
85

$59
49
11
84
198
147
364

2002-
and

$33
73
56
92
107
141
306

$809

$123
168
119
152

$561

$116
171
92
177

sss?

$74
66
46
67
63

174
352

$842

$81
56
47
54
102
165
434

$939

$63
66
46
65
63
158
323

$784

$122
|85
123
127
^57

$109
115
228
86

$538

$98
184
152
320
58

$812

$33
73
51
93

107
174
335

$866

Education & Hospitals
• Education...............
• Higher Education...:
• Hospitals...... ..........

Subtotal........ ................

Transportation
• Mass Transit........
? Highways............
• Highway Bridges..
• Waterway Bridges

Subtotal........ ..............

$863
209
122
413

Environmental Proitection
• Equipment............... .
• Sewers........f...... .........
• Water Mains ................
• Water Pollution Control
• Water Supply...............

Subtotal...........

$98 ,
184/
152-

$813

$81
56
47
54
102
153
390

$882

:-2005/
funds,
»eriod,
ection
1 $5.4

$294
21
0

$315

$182
21
0

$203

$259
59
0

$318

City Operatic^s & Facilities
I • Correction...;...........,....

• Fire.... .........................
• Police.... ..............
• Public Buildings...........
,• Sanitation;....... ;........... .
• Parks.............. /........ ..A
• Other..... .......................

Subtotal.........../............ ......

Housing And Economic Development
• Housing.;............ .......................
• Economic; Development..............
• Port Development.....................

Subtotal......‘..1.. ........... .

$81
185
200
198
4

$668

$161
54
0

$215

$864 /
172
77
150

$1,264

The table below illustrates the changes in the size of the City’s capital program over the 1997-2000
period. i ! . ,

$116
55
4

$175

$241
69
4

$314

$1,013 :
6

30

$185 ,
166 -
462'
35^

17

1,400
12
56

FY 1997 - 2000 Commitments
($ in millions)

$81
185
203
198
4 /

I
j
I

■ i

1999 2000
City All City All

Funds Funds Funds Funds
City All , City , All

Funds Funds ' Funds Funds

$116 $109
184 111
94 193

355 82
$749 $496

/ $150 $239
112 119
or 0

1,400 $1,123 $1,160
14 10 11
56 19 19

$1,013 $1,246 $1,246
7 9 11

30 23 ,23
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Comprehensive Planning Process

I

Total Funds

$13,457,922Subtotal Education

Ji

i'
i

$99,263

$27,372■f

$2,513,896 $54,405,864$51,891,968Total

90

S ■
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$4,997,495
141,856

1,282,706

$6,422,057

$2,875,638
1,320,965
683,048

1,009,748
1,446,131

$7,335,530

$2,875,638
1,321,834
683,048

1,024,930
1,457,452,

$7,362,902

I

$1,405,750
4,663,347
5,958,065

$12,027,162

$1,405,750
4,108,893
5,386,891

$10,901,534

'i /Ji

$1,171,832
2,219,840
4,269,644
861,571
415,5^8

$8,938,465

$13,343,508
114,414

$1,833,998
824,286

1,366,121
82,959

$4,107,364

$169,536
728,449
322,265
156,575
204,278
43,919

$1,625,022

$30,000
50,338

$80,338

$169,536
728,449
322,265
222,147
237,969
43,919

$1,724,285

$1,833,998
824,286

1,380,785
87,440

$4,126,509

$0
0

14,664
4,481

$19,145

$0
554,454
571,174

$1,125,628

$0
869

0
15,182
11,321 ’

$0
0
0

65,572
33,691

0

Enviro/meatal Protection '
• SeWers...........................U.... ...
• Water Mains.......... ...................
• Water Pollution Control.............
• Water Supply............................
* DEP Equipment........... .............
Subtotal Environmental Protection....

$13,313,508
64,076

$13,377,584

$4,400^435
141,856

1,064,178

$5,606,469

$597,060
0

218,528
; $815,588

Ten-Year Capital Strategy 2002-2011
($ in thousands)

Developing a long-term capital investment strategy to improve, expt^nd and sustain the City’s physical
plant requires comprehensive planning. The Ten-Year Capital Strategy, updated by 0MB and the Department
of City Planning every two years through consultation with City agencies, establishes overall programmatic
goals. The Four-Year Plan, revised annually is consistent with the basic priorities established in the Ten-Year
Capital Strategy. As annual budgets are prepared, goals are adjusted to reflect newly-identified needs and
changes in mandated programs within the context of the City’s Ten-Year Capital Strategy and Four-Year Plan.

Education
• Education
• CUNY.....

$1,171,832
2,219,840
4,525,075

861,571
S06,7p9

$9,285,027

/$0
/ 0

255'431
/ 0

91,131
$346,562

l! ■
IS

Transportation.
• Mass Transit....................................... i....
• Highways and Transit Operations.............
> Bridges............................................. ......
Subtotal Transportation........... ......................

Housing and Economic Development
• Housing........................................ ,.........
• Housing Authority <<>>»»•<•«•!•>•>•>••>»<<>•>•>«>•>•»■•<

• Economic and Port Development...............
Subtotal Housing and Economic Development,

Administrative Services
• Correction............ ..................................
• Police........................ ;..... ,.................... .
• Courts....................;...,..... ;......................
• Juvenile Justice......... ..... ............t............
Subtotal'Administration of Justice....... ..........

Health and.Social Services
• Health...................... i,.............................
• Hospitals..................................... ......
• Homeless Services........................... .......
• Hiiman Resources....................................
• Cjhildren’s Services.............. ................
• -^ging......................................................
Subtotal Health and Social Services................

Other City Services
• Sanitation....... ..... ,....... ..........................
• Public Buildings......................................
• Fire........ .,....................... ....... ............
• Parks and Recreation......... ......................
• Others^............... ...............;............... ..s.
Subtoul Other City Services..........................

City Funds Non-City Funds
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Bridges & Highways

Environmental Protection

Housing & Development
Bridges &
Highways

• Bridges; reconstruction of the four East River Bridges ($802.6 million); rehabilitation of 12 bridges
rated “poor” ($498.5 million); reconstructipn of 89 bridges rated “fair” ($1.4 billion); rehabilitation of

>98
186
'85

Program

Education

• Water Supply: continuation of, the construction of the City Water Tunnel No. 3, Stage 2, including
shaft sites ($519.3 million). \

'sical
ment
natic
-Year
i and
Ian.

Sanitation: replacement of collection trucks and mechanical brooms in accordance with established
replacement cycles ($705.9 million); construction of new garages and improvements to existing
buildings to provide support facilities for agency operations ($ 1.4 billion). !

,832
.840
.075
,571
(709
,027

2,6% ,

11.4^/

(
I

I

!

• Sewers: the total sewer program provides for the replacement, construction and expansion of
approximately 602 miles of sewers (ST2 billion):.^ ,

• Water Mains: construction of the Croton Filtration Plant which will filter water from the Croton
watershed ($782.8 million); acquisition of land in the watershed ($87.7 million); replacement or
extension of approximately 674 miles of water mains ($803.1 million). (

• Wastewater Treatment: continued upgrade of the Newtown Creek Wastewater Treatment Plant
($955.6 million); implementation of combined sewer overflow abatement strategies ($1.0 billion);
retrofitting water pollution control plants to decrease the amount of discharged nitrogen ($144.2
million); replacement and reconstruction of failing plant components and related facilities to ensure
continued process reliability and compliance with permit requirements ($440.3 million).

FY2002
to 2011

$13,458

10,621

9,285

6,422

4,127

2,876

, 1,406

\ 6,211
>!■■■■■■■■
$54,406

-i

Sanitation /

Mass Transit

Other City'Services

2002 Ten-Year Capital Strategy Highlights

J Environmental Protection and Sanitation
,750

IS

s.
fi57

TEN-YEAR CAPITAL STRATEGY FOR 2002-2011
($ in Millions - All Funds)



NYC 9/11 Public Portal Document

/'

if

92

I .

NYC-WTC_000195589

235 bridge structures under the Bridge Life Extension Program ($2.8 billion) consisting of resurfacing
of bridge decks, replacement of expansion joints, and selective component rehabilitation; and
protective coating treatment on bridges ($390.9 million).

i
I

• Highways: street reconstruction of 346,6 linear miles ($2.1 billion), resurfacing of 2,108.4 linear
miles ($824.0 million), over 44.6 million square feet of sidewalk replacement ($311.9 million), and
pedestrian ramp installations at over 58,621 corners ($200.0 million).

• Transit: contribution to the MTA’s capital program, including subway and bus fleet enhancements,
infrastructure improvements such as in-house track rehabilitation and reconstruction of bus and
subway lines ahd facilities ($1.4 billion). :

EducMon, Health and Social Services

• Education: a total program of $13.3 billion. Funding is provided to construct new schools ($5.7
billion); expand facilities through leases, building additions, transportables, modular classrooms and
new athletic fields and playgrounds ($2.1 billion); rehabilitate, replaces and upgrade building
components ($3.9 billion); modernize school buildings ($493.3 million); make capital improvements
that enhance educational programs ($245.0 million); address the need for security systems,
emergency lighting and code compliance ($362.4 million); and cover emergency projects, research
and development, and prior plan completion costs ($536.7 million). '

• Health: upgrade of the heating, ventilation, and air conditioning (HVAC) and fire alarm systems at the
New York City Department of Health (DOH) Laboratory in Manhattan ($35.7 million); DOH and
Office of the Chief Medical Examiner (OCME) laboratory equipment replacement ($31.8 million);
construction of a free-standing mortuary at Kings County Hospital in Brooklyn ($10.1 million);
continued renovation of the Jamaica Health Center and construction of a new tuberculosis clinic ($7.6
million); computer replacement ($7.6 million); renovation pf the Manhattanville Health Center ($6.3
million); renovation of the Manhattan Animal Shelter and acquisition of a Queens shelter for the
Center for Animal Care and Control ($5.6 million); the renovation of STD clinics ($5.5 million);
continued renovation of the OCME First Avenue building ($4.3 million); vehicle replacement ($3.9
million), and a human surveillance system for vector control ($3.0 million). j

I
I

t'-I '
it

• Aging: renovation of senior centers, including infrastructure improvements, code compliance and
handicapped accessibility (30.3 million).

• Children's Services: completion of renovations at the Crossroads and Richmond Hill Group Homes
($1.1 million); renovatioii and expansion of the Jefferson Group Home ($2.6 million); construction of

I the Williamsburg Day Care Center ($5.7 million), the Seabury Day Care Center in the Bronx ($2.8
I million) and the Washington Heights Day Care Center ($5.0 million); development of an integrated
; Case Management System ($7.4 million); enhancement of the Legal Tracking System ($2.5 million).

• Homeless Services: building upgrades and renovations to adult and family facilities, including 68
Lexington Avenue ($7.0 million),; Dean Street ($1.7 million), Jamaica Assessment Center ($1.0
million), Linden ($1,O-million), Charles Gay Schwartz ($1.5 million) and Pamoja House ($2.5
million); $25.3 million for exterior renovations to various adult and family facilities, to provide
building envelope stabilization and restoration for all Department of Homeless Services owned
facilities throughout the City; upgrade of the DHS computer network system, including an integrated
client tracking system with enhanced client and shelter information reporting, and computerization of
the Rehousing Unit, which tracks and locates permanent housing for homeless families ($1.8 million).
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• Human Resources; conversion of Income Support Centers to Job Centers to provide the setting for
integrated case management services ($14.4 million); Imaging projects to eliminate paper records and
streamline Department operations ($18.8 million); continued development of Local and Wide Area
Network systems in order to provide greater connectivity among Department personnel, contract
service providers and clients ($45.3 million).

Fire; replacement of front-line fire-fighting and support vehicles ($349.5 million); acquisition and
construction of EMS ambulance stations ($17.9 million); rehabilitation and renovation of firehouses
($165.3 million); renovation and construction at the Fort Totten training facility ($50.5 million); and
continued maintenance and upgrade of the current call box network ($4.6 million).

iijoup Homes
instruction of
Bronx ($2.8

an integrated
{.5 million).

• Housing; disposition and rehabilitation of approximately 10,400 dwelling units through various
privatization initiatives ($1.4 billion); development starts of'over 36,0(10 new homeownership and
rental dwelling units through the New York City Partnership, Nehemiah, Alliance for Neighborhood
and Home Ownership Revitalization (ANCHOR), and Mixed Use programs ($1.6 billion); provision
of low-interest loans to finance the rehabilitation and preservation of approximately 59,700 low and
moderate-income units in privately owned buildings under the Article 7A, Article 8A, Participation
Loan, Small Homes, and Housing Preservation programs ($1.4 billion); and production of 2,360 units
for low-income and homeless individuals, including those with HIV/AIDS or mental illness, through
the Supportive Housing Loan Program ($250.0 million). \

Correction; replacement of deteriorating housing facilities with new facilities ($970.0 million); life
cycle replacement of vehicles, communication equipment, and other equipment ($112.0 million);
improvements to building systems, infrastructure, and support space ($752.0 million).

• Housing Authority; general upgrade and system replacements in 20,152 existing public housing units
in the 21 City- and State-aided developments ($139.5 million). * \

• Economic Development; relocation of the Fulton Fish Market to Hunts Point ($71.7 million);
reconstruction of the Whitehall Ferry Terminal ($59.3 million); revitalization of the BAM Cultural
District ($50.0 million); rehabilitation of the Battery Maritime Building ($36.0 million);
reconstruction of the St. George Ferry Terminal ($35.8 million); Coney Island Sports Complex ($28.0
million); infrastructure improvements to the Brooklyn Navy Yard ($26.1 million); expansion of Hunts
Point ($25.0 million); South Brooklyn Marine Terminal pier and bulkhead rehabilitation ($25.0
million); rehabilitation of the Passenger Ship Terminal ($24.4; million); Staten Island Rail Road
improvements ($16.5 million); Queens West Development ($15.0 million); a new railroad terminal
under the Farley Post Office ($13.0 rnillion); HVAC and electrical upgrade of Pier 94 ($10.6 million);
development of Governors Island ($5.0 million); Museum of African Art ($5;0 million).

• Courts; construction of three new courthouses in the Bronx and Staten Island ($191.5 million);
renovation of nine courthouses in the Bronx, Brooklyn, and Manhattan ($500.0 million).

• Police; lifecycle replacement of communication equipment, computer equipment,' vehicles and other
equipment ($476.6 million); replacement of ten precincts ($163 million); rehabilitation of six
precincts ($67.2 million).
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• public Buildings: cornpliance with legal mandates ($206.0 million), including vapor control and leak
detection equipment for petroleum underground storage tanks ($60.6 million), lead and asbestos
abatement ($73,7 million), and compliance with the Americans with Disabilities Act ($7.9 million); the
reconstruction of public buildings and City owned office space ($882.5 million), including interior
rehabilitation of the Manhattan Municipal Building ($41.3 million); the renovation of leased space
($95.8 million), including the construction of the Department of Finance Bronx Business Center ($7.4
million) and the renovation of City Council offices ($2.9 million); and the reconstruction of waterfront
and non-waterfront properties including construction at the Kingsbridge Armory ($15.0 million).

• Department of Cultural Affairs: a Master Plan including renovations and upgrades at Lincoln Center
for the Performing Arts ($216.0 million for a total commitment of $240.0 million); a new Frank
Gehry-designed building for the Guggenheim Museum of Art ($67.8 million, including the value of
the land); improvements, including an addition, to the Queens Museum of Art ($24.3 million for a
total City contribution of $26.6 million); comprehensive reconstruction and expansion at the
Metropolitan Museum of Art ($23.0 million); major improvements to the New York Aquarium as part
of the Mayor’s Coney Island Revitalization Project (SI9.5 million); major reconstruction and
expansion at the Brooklyn Children’s Museum ($18.3 million for a total City commitment of $24.3
million); reconstruction and an addition to the New York Hall of Science ($17.9 million for a total
commitment of $47.2 million); major improvements, including Master Plan construction, at the New
York Botanical Garden ($13.9 for a total City contribution of $26.8 million); creation of a new wing
for the Museum of Jewish Heritage ($10.0 million for a total commitment of $22.0 million); a new
permanent home for Alvin. Ailey ($7.5 million); reconstruction and an addition to the Bronx Museum
of^the Arts ($6.6 million for a total commitment of $7.4 million); and a major addition to the Morgan
Liljrary ($5.0 million), j

Department of Citywide Administrative Services
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• Parks; focused reconstruction and replacement of safety surfaces, play equipment and paths to
improve the overall condition of parks ($130.0 million); planting of street trees ($69.4 million);
reconstruction of bridges within parks ($49.5 million); rehabilitation of stadia ($46.2 million);
replacement of aging vehicles ($42.7 million) and construction of Hudson River Park ($98.0 million)
and Brooklyn Bridge Park’ ($43.8 million). '

• Public Libraries:/ renovations at the Humanities and Social Services Library at 42nd Street ($9.4
million, for a total City contribution of $33.9 million): full renovation and expansion of the Mid­
Manhattan brandh (S19.2 million, for a total City contribution of $23.2 million); construction of the
new Bronx Borough Center to be located at 310 East Kingsbridge Road ($16.1 million, for a total City
contribution of $26.9 million); construction of a new Mid Island branch on Staten Island ($4.0 million);
expensive renovation/at the Williamsburg branch ($3.3 million): extensive renovations at the Brooklyn
Public Library’s Central Branch ($11.2 million) to include facade and parapet restoration, resurfacing
of the front plaza and ADA work; system-wide roof replacement programs at'the Brooklyn Public
Library ($6.7 million) and at the Queens Borough Public Library ($3.4 million); site acquisition arid
construction of a new Kensington Library in Brooklyn ($3.7 million); replacement of heating systems
at the Queens Borough Public Library ($2.8 million); creation of a new Long IMand City branch ($6.1
million); and the construction of a new Cambria Heights branch in Queens ($4.8 million).
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2002 AUTHORIZED CAPITAL COMMITMENTS, BY PROGRAM
($ in Millions - All Funds)

• Sanitation: replacement of collection trucks, mechanical brooms and salt spreaders in accordance with
established replacement cycles ($59.4 million).

lenter
Frahk
ue of
for a
it the
ijpart
1 and
?24.3
total
New
wing
ftew
ieum
rgan

leak
Stos
hhe
hor
&ce

bnt

t ($9,4
; Mid-
of the

al City
illion);
Joklyn
facing
Public
>n and
'Stems
($6,1

• Bridges: the continued reconstruction/rehabilitation of the four East River Bridges; the reconstruction
of three bridge structures rated “poor” and 17 bridge structures rated “fair”; protective coating of the
Queensboro Bridge and Brooklyn Bridge ($653,4 millipn).

2002 Plan

$2,166

1,484

1,189

1,119

791

• Water Supply; construction of shafts for City Tunnel No. 3, Stage 2 ($88.8 million); modifications to
structures on the Hillview Reservoir ($ 16.3 million).

• Wastewater Treatment: construction related to the Newtown Creek Wastewater Treatment Plant upgrade
($198.2 million); retrofitting water pollution control plants to decrease the amount of discharged
nitrogen ($16,0 million); reconstruction of the Avenue V Pumping Station in, Brooklyn ($100.5 million);
coristruction of the Paerdegat Basin Combined Sewer Overflow facility ($78.4 million).

• Water Mains; start of construction of the Croton Water Filtration Plant ($143.8 million); trunk main
replacements at Redfern Avenue in Queens ($12.8 million) and Richmond Road in Staten Island
($13.3 million). Projects upstate in the watershed Include the reconstruction of City-owned Reservoir
bridges ($10.0 million); reconstruction of upstate dams on the Kensico and Muscoot Reservoirs
($15.0 million); continuation of the land acquisition program ($37.7 million); reconstruction work at
the City-owned Port Jervis Wastewater Treatment Plant ($7.0 million).

aths to
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• Human Resources: the completion of a Special Needs service center ($7.3 million).
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• Housing: disposition and rehabilitation of approximately 4,500 dwelling units through various
privatization initiatives ($279.3 million); development starts pf over 1,550 new homeownership and

ii

ii

• Highways: the reconstruction and/or resurfacing of 252.3 linear miles (844.7 lane miles) of streets;
construction of a second asphalt plant to realize savings in asphalt purchasing contracts ($367.7 million).

• Transit: contribution to; the MTA’s capital program including, subway and bus fleet enhancement,
infrastructure improvements, in-house track rehabilitation, reconstruction of bus and subway lines and
facilities ($451.3 million).

Education, Health and Social Services

:• , Homeless Services: code/regulation compliance at Camp LaGuardia ($3.8 million) and the New Life
Residence ($3.1 million); development of a new adult facility on the Willow Avenue site to replace

! the existing building ($10.4 million); upgrade of the DHS computer network system, including an
! integrated client tracking system with enhanced client and shelter information reporting, and

computerization of the Rehousing Unit, which tracks and locates permanent housing for homeless
families ($1.8 million).

Ij '

I
i
I

• Children’s Services; construction of the Williamsburg Day Care Center ($5.7 million) and the
Seabury Day Care Center in the Bronx ($2.8 million); completion of renovations at the Crossroads
and Richmond Hill Group Homes ($1.1 million); renovation and expansion of the Jefferson Group
Home ($L2 million); development of an integrated case management system ($2.5 million);

J enhancement of the legal tracking system ($2.5 million); a health information profiling system ($1.0
/ million); and the implementation of a document imaging project ($1.6 million) to improve retention,

I handling arid analysis of critical information.

• Education: a total program of $1.2 billion. Funding is provided to Construct new schools ($444.6
million); expand facilities through leases, building additions^ transportables, modular classrooms and
new athletic fiejds and playgrounds ($183,7 million); rehabilitate, replace and upgrade building
components ($407,5 million); modernize school buildings ($38,2 rpillion); make capital

, improvements that enhance educatidnal programs ($19,7 million); address the need for security
' systems, emergency lighting and code compliance ($28.9 million); and c,Over emergency projects,

research and development, and prior plan completion costs ($50.9 million)./

• Health: renovation of the Manhattanville Health Center ($6.3 million); renovation of the Jamaica
Health Center ($3.4 million); renovation of the Manhattan Animal Shelter ($3.3 million); upgrade of
the heating, ventilation, and air conditioning (HVAC) and fire alarm systems at the New York City
Health Department Laboratory in Manhattan ($2.5 million); construction of a free-standing mortuary
at Kings County Hospital in Brooklyn ($2.2 million); and replacement pf the emergency generator at
the Bio-level III laboratory in Manhattan ($1.7 rnillion).

• Aging: renovation of the Department’s administrative office in lower Manhattan ($1.3 million); new
kitchen dining hall and lounge for the Jewish Community Center of Staten Island ($2.4 million);
conversion Of PDS and Uni-fonn to a web-based platform ($2.0 million); development of a grants
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• Police: acquisition of a new parking ticket device system ($15.5 million); replacement of mobile data
computers ($18.7 million); construction of a new Queens South Taskforce ($7.3 million); lifecycle
replacement of vehicles ($11.4 million).

• Fire: replacement of front-line fire-fighting and support vehicles ($50.8 million); acquisition and
constfuctidn of EMS ambulance stations ($16.4 million); rehabilitation and renovation of firehouses
($32.7 million); renovation and construction at the Fort Totten training facility ($50.5 million); and
continued maintenance and upgrade of the current call box network ($1.1 million).
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• Economic Development: relocation of the Fulton Fish Market to Hunts Point ($37.2 million);
reconstruction of the Whitehall Ferry Terminal ($30.0 million); redevelopment of the BAM Cultural
District ($25.0 million); reconstruction of St. George Ferry Terminal ($20.1 million); Audubon
Research Park ($18.5 million); expansion of Hunts Point ($15.0 million); Coney \Island Sports
Complex ($13.0 million); infrastructure improvements at the Brooklyn Navy Yard ($12.9 million);
replacement of cranes at Howland Hook ($12.0 million); rehabilitation of the Passenger Ship
Terminal ($10.8 million); Fulton Landing Street Pedestrian improvements ($8.9 million); a new
railroad terminal under the Farley Post Office ($5.2 million); rehabilitation to the Battery Maritime
Facility ($5.0 million); Randall’s Island ($5.0 million); Jewish Community Center Construction at
76th and Amsterdam ($3.0 million).

• Housing Authority: rehabilitation of bathrooms ($4.7 'million) in the Bayview Houses, Brooklyn (with
1,610 dwelling units); and the replacement of hot and cold water risers ($2.0 million) in Linden
Hoiises, Brooklyn (with 1,586 dwelling units).

rental dwelling units through the New York City Partnership, Nehemiah, Alliance for Neighborhood
and Home Ownership Revitalization (ANCHOR), and Mixed Use programs ($52.3 million);
provision of low-interest loans to finance the rehabilitation and preservation of approximately 5,800
low and moderate-income units in privately owned buildings under the Article 7A, Article 8A,
Participation Loan, Small Homes, and Housing Preservation programs ($144.6 million); and
production Of 365 units for low-income and homeless individuals, including those with HIV/AIDS or
mental illness, through the Supportive Housing Loan Program ($35,1 million); production levels will
be dependeht on the availability of federal HOME funds.
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• Correction: 448-cell addition to the George R. Vierno Center ($90.0 million); design of additions to
the Adolescent Reception Detention Center and fhe Rose M. Singer Center ($10.0 million); upgrades
to fire safety systems ($21.0 million); reconstruction of the Bronx Detention Complex ($9.0 million)^
upgrades to telecommunication and information systems ($13.0 million).

• Courts: renovation of the Family Court building in Manhattan ($47.2 million); reconstruction of
elevators in court facilities in the Bronx, Brooklyn, and Manhattan ($21.7 million); systems
renovation work at the Midtown Community Court in Manhattan ($5.4 million).

Parks: focused reconstruction and replacement of safety surfaces, play equipment and paths to
improve the overall coridition of parks ($13.0 million); planting of street trees ($6.4 million);
reconstruction of East River Park, including bulkheads along the waterfront ($17.2 million, including

•
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S7.1 million in FY’Ol); reconstruction of Conference House Park ($10.9 million); construction of a
park in the Bronx at Barretto Point ($5.0 million); and reconstruction of the Washington Square Arch
($1.1 million).

• Public Libraries: renovations at the Humanities and Social Services Library at 42nd Street ($3.8
millibn, for a total City contribution of $33.9 million); full renovation and expansion of the Mid­
Manhattan branch ($9.6 tnillion, for a total City contribution of $23.2 million); construction of the
new Bronx Borough Center to be located at 310 East Kingsbridge Road ($1.8 million, for a total City
contribution of $26.9 million); construction of a new Mid Island’branch on Staten Island ($2,0
million, for a total City contribution of $4.0 million); extensive renovation at the Williamsburg branch
($3.2 million); extensive renovations at the Brooklyn Public Library’s Central Branch ($4.3 million,
for a total City contribution of $15.1 million) which includes facade and parapet restoration,
resurfacing of the front plaza and ADA work; site acquisition and construction of a new Kensington
Library in Brooklyn ($3,7 million); creation! of a new Long Island City branch ($6.1 million); and the
coiistruction of a new Cambria Heights branch in Queens ($4.8 niillion). ,
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• Public Buildings: compliance with legal mandates ($66.2 million), including vapor control and leak
detection equipment for petroleum underground storage tanks ($47.6 million), lead and asbestos
abatement ($7.2 thillion), and compliance with the Americans with Disabilities Act ($1.9 million); the
reconstruction of public buildings and City owned office space ($50.6 million), including interior
rel)kbilitation of the Manhattan Municipal Building ($19.6 million); the renovation of leased space
($29.8 million), including the construction of the Department of Finance Bronx Business Center ($7.4
million) and the renovation of the Department of Finance Sheriff Offices ($5.7 million); and the
reconstruction of waterfront and noh-waterfront properties including construction at the Kingsbridge
Armory ($7.5 million).

Si

• Department of Cultural Affairs: a Master Plan including renovations and upgrades at Lincoln Center
for the Performing Arts ($24 million); major improvements to the New York Aquarium as part of the
Mayor’s Coney Island Revitalization Project ($12.2 million); creation of a new; wing for the Museum
of Jewish Heritage ($10.0 million); improvements to the Queens Botanical Garden ($10.0 million),’
including a new administration building; facade renovations at the Institute of Contemporary Art
(P.S.l) ($8.3 million); improvements to the Brooklyn Children’s Museum ($7.3 million); a new Frank
Gehry-desighed building for the Guggenheim Museum of Art ($6.0 million, plus the value of the
land); improvements to the New York Botanical Garden ($5.7 million); comprehensive reconstruction
and expansion at the Metropolitan Museum of Art ($5 million); a major addition to the Morgan
Library ($3 million); reconstruction and an addition to the Bronx Museum of the Arts ($2.6 million);
and a new permanent home for Alvin Ailey ($2.5 million).
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I * Appropriaticins include reallocation of prior amounts recommended by the borough presidents.
**Note: Individual items may not add to totals due to rounding
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Bronx Program
Economic Development.......
Housing ......................... ,....
Higher Education.................
Human Resources......... ......
Highways..................... .......
New York Public Library.....
Parks!........ .......... ,i..... ........
Cultural Affairs....................
Real Property............ ..........

GRAND TOTAL: BRONX

Brooklyn Program
Children^ Services............... ......
Economic Development..............
Housing Authority................
Higher Education.........................
Human Resources.................. I....
Brooklyn Public Library......... ....
Parks ......L..................................
Cultural Affairs.,..........................
Public Buildings...................... .
Traffic....;............. ,.................... .

GRAND TOTAL: BROOKLYN
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B The Charter requires an amount equal to five percent of the proposed new capital appropriations for the
E ensuing four years to be allocated to the Borough Presidents. This allocation is to be distributed to each
I borough based upon a formula that equally weighs population and land area. The; tables below indicate the
I. amounts added by the Borough Presidents for each programmatic area.

I ' ' '
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* Appropriations include reallocation of prior amounts recommended by the borough presidents.
**Note: Individual items may not add to totals due to rounding.

FY 2002-2005 Borough Presidents’ Allocations*
(City Funded Appropriations $ in thousands)

1,935
17,023

450
1,935

12,300

250
$250

1,000
$21,458

$628
575
807

2,000
562
427

3,994
2,1,635

' 106

250
$1,500

150
300

Housing
Health..

$500
401

1,450
780
899 ;
201

1,800
111
473
852
200
' 63
250

$7,980

$2,300
500
131

2,361
5,192
150

1,074
40
40

$11,788

New York Public Library... ..........
Parks.... .......1............................

/ Cultural Affairs..,.............. i..... .....
Public Buildings..........................
Sanitation... ..............................
Transit..........,,.............................

GRAND TOTAL: MANHATTAN

ij

If

Higher Education....
Hospitals.;^...... .

Staten Island Program
Education,.;......................................

( Economic Development........... .........
11 Higher Edilpation.................... .........

! Highways..i............. ....................... .
Parks....... .......................................
Police..... ........................... .............
Cultural Affairs........... .....................
Public Buildings;................... .........
Transportation Equipment............. .

GRAND TOTAL; STATEN ISLAND

Manhattan Program
Education............ ^.......
Economic Developrtient

Queens Program
Education.... ...............................................
Economic Development........... ...................
Higher Education........................................
Hospitals... ............... ................................
Highways **»■>*>»»»»*»>((■()*«((((****««*■■*■<’<..............................

Queens Borough Public Library,.................. .;
Parks........ i............ .................................. '.
Cultural Affairs.............. .......................... ^..
Public Buildings..... ............ .................... /...

(Traffic..... ............................. ;...............,....
GRANDTDIAL: QUEENS....,............ .....
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• application of value engineering to reduce capital arid operatirig costs;

Capital Program Management

i

Value Engineering

\fl
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• continued Improvements to capital program management;

• updating the charter-mandated capital asset condition assessment;

The Department of Design and'Construction was cheated in October 1995 by Local Law 77, which
authorized it to assume responsibility for construction projects performed by the Departments of
Transportation, Environmental Protection and General Services. The Department delivers the City’s
construction projects in an expeditious, cost-effective manner, while maintaining the highest degree of
architectural, engineering and construction quality, the Department' performs design arid construction
functions related to streets and highways; sewers; water mains; correctional and court facilities; cultural
buildings; libraries; and other public buildings, facilities and structures. '

i The consolidation of design and construction into a single agency allows for the elimination of duplicative
program units within agencies; the standardization of construction procedures and practices; the
implementation of reforms of current practices relating to procurement for construction projects; and the
expansion of the use of construction-related technology, such as Computer-Aided Drafting and Design
(CADD); and a project management information system. The Department also enables the city to coordinate a
wide variety of construction projects with utilities, community representatives, and private industry, thus
minimizing the disruption to individual neighborhoods caused by water-rnain projects, sewer construction, arid
road work, as well as reducing the costs associated with such projects. The Department of Design and
Constructiori serves 15 client agencies.

Capital Asset Inventory and Maintenance f’rogram •

The charter requires an annual assessment of the city’s major assets including buildings, piers, bulkheads,
bridges, streets and highways, and the preparation of maintenance schedules for these assets. This message,
used by agencies for capital planning purposes, includes, as a separate volume, a reconciliation of the amounts
recommended in the condition assessment with amounts funded in the budget.

i Value Engineering (VE) is a systematic analytical methodology directed toward analyzing the functions of
projects for the purpose of achieving the best value and most effective operation at the lowest life-cycle
project cost. During the past three years, the VE program has utilized innovations in value management
methodologies to evaluate a more diverse group of projects, widening the scope and depth of project reviews
to include agencies’ operations and processes, and independent cost estimating.

Value Engineering is a collaborative effort between all concerned city agencies with budgetary and
operatiorial jurisdiction over a project, and outside consultants with expertise on critical project components.
The City has utilized VE effectively in the last dozen years on; mainly large-scale capital projects with a view
to controlling costs. However, the VE process does not only result in cost reductions, but also frequently

fc
I

I
l<

S

Management Initiatives
I

Management initiatives continue to be developed and implemented to enhance the administration and
advancement of the capital program. These include:

101 ,
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generates project improvements, and anticipates and solves functional problems by raising relevant issues
early in the design process which could adversely compromise the project’s development, cost and schedule.
Projects scheduled for upcoming VE reviews include several waste water and water treatment plants,
reconstruction of two major hospitals, design for a criminal court and several bridges.

The VE Review has also been applied with equal success to small unique projects where the focus might
not be on controlling costs but on some other aspect of project development. Value Analysis (VA) is applied
to the review of the City’s operational processes and functions to assist agencies in streamlining their
procedures.

Independent Cost Estimating (CE) verifies the reliability of agency design estimates and the adequacy of
the projiected capital funding.

/
h

f .

I
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The City’s financing program projects $30.9 billion of long-term borrowing, excluding refunding, for the
period of 2001 through 2005 to support the City ’s current capital program. Over 85 percent of the financing will
be implemented through four bond issuing entities: the City, through its general obligation (GO) bonds, the New
York City Transitional Finance Authority (TFA), the New York City Municipal Water Finance Authority (NYW)
and TSASC, Inc. Ih addition, the City will utilize the New York State Dormitory Authority (DASNY), the New
York City Industrial Development Agency (IDA) and the Jay Street Development Corp. (ISDC) to fund several
capital initiatives.' The IDA will finance a portion of the costs for a new New York Stock Exchange (NYSE)
building in downtown Manhattan through the issuance of bonds secured by City payments. The JSDC will issue
bonds secured by City rental payments to fund the construction of a court building at 330 Jay Street in Brooklyn.
Also through firiaiicing lease arrangements, DASNY will issue bonds for the City’s court facilities program and
the expansion and reconstruction of three hospital facilities. A portion of the Lincoln Center capital improvement
project and a portion of certain stadium improvement costs may also be funded through the issuance of bonds by
a conduit entity, secured by City payments. The annual financing amount enuring the plan period for each of the
bond issuing entitles is listed in the table below. As shown, the City will issue approximately $12 billion of its
GO bonds, which represents the largest share, 40 percent, of the total progfam. NYW’s annual'bonding amount
will increase gradually from $1.3 billion in 2002 to $1.9 billion in 2005. the aggregate NYW financing during
the plan period will account for approximately 26% of the total program. TSASC, Inc. will have an annual issue
of about $630 million in each of the next three fiscal years. It is also assumed in this financing program that the
TFA will fully utilize its bonding authorization of $ 11.5 billion by June 30, 2004.

I

1
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; $5,773

11

Transitional Finance Authority

I-

K

104

NYC-WTC_000195601

$2,984
1,030

20
950
633
156

$2,025
1,350

695
1,366
1,722

$5,863

$28,540
1,139

69
1,456

$31,204

$6,3$5
0
0

$6,705

$13,559
5,027
2,040
8,058
3,429

$31,204

$2,535
1,147

630
2,007

290
___ 96
$6,705

$4,407
1,139

69
____158

$5,773

$4,230
0
0

1,919
388

84
$6,621

$6,365
0
0

256
$6,621

$5,484
0 '
0

379
$5,863

$5,899
0
0

343
$6,242

SOURCES OF FUNDS:
City General Obligation Bonds
Transitional Finance Authority Bonds
TSASCBondsW ......... .
Water Authority Blonds ........... .......
DASNY and Other Conduit Debt ...
Other Sources 1'’/ ..., ............... .

2001-2005
CAPITAL FUNDING PROGRAM

(In Millions)

Tbtal ............ i .1.... .......... . .
USES OF FUNDS; J/'

City Capital Improvements .......
City General Obligation Refinancing .
Water Authority Refunding ....... .
Reserve Funds and Other W ........

Tbtal ......... .....'................ .

Iii June 2000, the TFA received an additional $4 billion of bonding capacity, increasing its overall authorization
to $11.5 billion. In addition, the State legislature increased the TFA and the City variable rate bond limits to 20%
of their respective debt capacities, or $6.1 billion for GO and $2.3 billion for TFA, doubling the existing variable
rate capacity.

The TEA’S well-established credit structure and market acceptance continue to provide the least costly source
of capital financing for the City. For the twelve TFA bond financings (totaling $7.5 billion) issued to date, the average
interest rates were approximately 10 basis points lower than those for the City GO bonds with comparable maturities.

$1,785
1,500
695

1,8,16
396
50

$6,242

(!) The City has issued $2,379 billion of general obligation bonds during fiscal year 290}, of which $}.} 39 billion was for refunding
purposes. The City expects to issue the remaining $600 million in May 2001.

(2) Transitional Finance Authority Bonds excludes bonds issued to defease bond anticipation notes and includes bond anticipation
notes and capitalized interest thereon.

(3) TSASC Bonds includes a $150 million loan pursuant to the Transportation Infrastructure Finance and Innovation Act ("TIFIA").
estimated to be drawn down by $20 million in fiscal year 2001 and $65 million in each of the fiscal years 2002 and 2003. The .size
of future TSASC bond issues will be approximately $630 million each in fiscal years 2002, 2003, and 2004. The City expects to
derive net proceeds of approximately $2,4 billion from TSASC for capital purposes, including the $604 million of proceeds from the
November 1999 TSASC financing and the $150 million T/FIA loan. y

(4) Waler Authority Bonds includes commercial paper and certain revenue bortds issued to date and expected to be issued for the water
and sewer system’s capital program, and includes reserve amounts. Figures do not include bonds that defease commercial paper.

(5) DASNY and other conduit debt includes DASNY financing Of the City court capital program, three HHC projects. Jay Street
Development Corp financing of the 330 Jay Street project, New York City Industrial Development Agency financing of the New York
Stock Exchange project, and other conduit financings. The amounts reflected in fiscal years 2001 through 2005 include a total
allocation for reserve funds and other costs of issuance during the period of $486 million.

(6) Other Sources includes changes in restricted cash balances, and federal and state grants.
(7) City Capital Improvements include capital cash expenditures for various City agencies, including the Department of Environmental

firotection, the Ciiyt's court capital program, Lincoln Center capital improvement, and three projects in HHC’s hospital
reconstruction program.

(8) Reserve Funds and,Other comprises amounts necessary to fund certain reserves, certain costs of issuance of securities, and
allocationfor original issue discounts, capitalized interest, and other uses in connection with the issuance of City, Water Authority,
TSASC, and DASNY bonds.
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During 2001, the TFA also added $300 million to its $750 million floating rate debt portfolio. The bonds have
averaged 3.7 percent for the first 10 months of 2001, resulting in at least $16 million of savings in interest costs
on an annual basis compared with fixed-rate debt. The TFA plans to issue $100 million of variable rate bonds in
each of its future financings during the plan period, increasing itSi adjustable-rate debt to $1.85 billion. It is expected
that by the end of 3004, TFA will exhaust its full bond capacity of $ 11.5 billion.

Since 1998, the TFA has maintained three bond financings a year, averaging $500 million to $600 million
per issue. In 2001, TFA also implemented three transactions: Series 2001A in October 2000, Series 2001B in
February 2001 and Series 2001C in April 2001. The TIC for the three tax-exempt financings ranges between 4.7%
for Series 2001'C to 5,36% for Series 2001A.

jurce
kage
Sties.

' With the TFA assuming $5 billion of the City’s new money financing needs and TS ASC taking up $ 1.8 billion,
the NYC GO will handle the preponderance of the remaining financing requirement at $12 billion during the
Financial Plan period through FY2005. The amount of annual GO financings will average about $1.9 billion for
new money purposes during the plan period of 2001-2003. Beginning in FY2004, as the TFA approaches it^
bonding limit and TSASC completes its bonding program, the City will increase its GO financing program to
$2.5 billion and $4.2 billion in FY2004 and 2005, respectively.

Currently the debt service for the City and its related financing entities (GO, MAC and lease debt) is 8.1 percent
of the City’s total budgeted revenues in FY 2001.The ratio will rise to 9.6 percent in FY 2005. As a percentage of
!tax revenues^ the debt service ratio is 14.1 percent in FY 2001 and will increase to 15.8 percent in FY 2005.
' I-' i ’ .
I Taking advantage of a lower interest rate environment, the City issued three GO refundings in this fiscal year,

. totaling $1.1 billion. The first refunding issued in October 2000, Series 2001 B&C, generated $22 million of net
' debt service savings by the end of 2003, with an equity contribution of $15 million in 2001. Similarly, the Series

2001 D&E issued in December 20Q0 utilized a $31 million cash contribution from the City to defease non-advance-
refundable high-coupon debt and generated a net total budget savings of $30 million by the end of2002. On a present-

’ value basis, both financings achieved 5 percent debt service savings with overall TIC of 5.29 percent for Series B&C
and 4.91 perceiit for Series D&E. A,fter the issuance of the Series 2001 D&E bonds, the Federal Reserve lowered
the Federal funds rate by 100 basis points in two separate actions before February. These moves created addition^
budget saving opportunity for the City through refinancing of those GO bonds previously left out for lack of economic
benefits. In February 2001 the City took such opportunity and issued $697.5 million of refunding bonds, (Series
2001F&G) realizing $44 million of gross budget savings and over 5% of present value savings.

Electronic bidding, first implemented in April 1999 for NYC GO, has become the norm for both the GO and
TEA’S competitive transactions. In October 2000, the City employed the same electronic bidding system for its

The TFA Bond Anticipation Note (BAN) program, initiated in November 1999, continues to provide low-
cost interim financing for the City. The 2001 Series 1 BANs issued in February ,2001 realized a true interest cost
(TIC) of 3.1 percent, which was 10 basis points lower than the MIG-1 index. (The MIG-1 index is a short-term
index for notes.) This was the most favorable spread achieved to date compared with an average 3 basis point
spread in the previous TFA BAN issues. ' , /i

• ■ ’ i J \

The City’s personal income tax revenues are projected to grow at an average of 1.9 percent between 2001
anfi 2005 despite the elimination of various surcharges and implementation of tax cuts. Recognizing the resilience
of the TFA revenues as well as its strong legal framework and credit structure, two rating agencies raised TFA’s
rating in October 2000. S&P raised the rating from AA to AA+, Moodys from Aa3 to Aa2. Fitch maintains the
rating at AA+.
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Revenue Anticipation Notes (RANs) for the first time. A total of 28 bids were submitted through the Internet, in
an amount of $4 billion. The 9-month note was sold with a TIC of 4.22 percent. The City will continue to utilize
this technology for its bond and note financings where appropriate.)

While lease appropriation debt is generally rated at a notch below GO, on the strength of the State aid intercept,
all three rating agencies (Moody’s, Fitch and S&P) rated the program at the same level as that of GO in DASNY’s
1999 financing for courts. Subsequent to the December 1999 financing, the City’s GO. ratings were increased in
the fall of 2000 to A by S&P, A2 by Moody’s and A+ by Fitch. However, the court program did not receive a

' Since December 1993, DASNY has completed two bond issues for the City’s court capital program, totaling
I $707 million. These bonds are supported by rental payments from the City, (which are subject to appropriation)
and enhanced by a State aid intercept. The intercept is triggered if the City fails to make the rental payment to
DASNY. The City plans to raise up to another $300 million of capital funds for courts through DASNY, utilizing
the same lease appropriation structure in late 2001. The total court facilities capital program is expected to amount
to about $2.3 billion over the next decade as shown tn the City’s Ten-Year Capital Strategy.

i

t
I

I

r
I
J’'

i

In 2001 to date, short-term interest costs as reflected in the GO $2.9 billion of VRDBs have been 3.7 percent
on average for tax-exempt debt and 6.4 percent for the taxable floating rate debt. These VRDBs, which have been
traded on average at rates that are at least 150 basis points lower than those for the fixed-rale debt arc expected
to generate an annual debt service savings of over $40 million.

The City’s seasonal borrowing has declined considerably in recent years. From a high of $3.65 billion of
RANs and TANs issued in 1991, the City issued only $500 million of RANs in 1999 and $750 million of RANs
in 2000 and 2001. The City currently projects issuance of $1.4 billion of RANs in 2002.

Lease Appropriation Debt '

I On various occasions the City issues debt through a conduit to be repaid by a subject-to-appropriation lease
obligation. This has been done through the New York State Housing Finance Agency, the New York State Urban
I^evelopment Corporation, the New York City Educational Construction Fund and DASNY. The most visible
recent projects the City has financed in this manner include Health and Hospitals Corporation projects under the
Municipal Health Facilities program, and the City’s courts capital program.

The City has also increased its use of electronic media to communicate with its investors in the last year. The
City, TEA, TSASC and NYW have all posted their preliminary official statements on the web. In addition, the
City made available an “electronic road-show” in conjunction with the provision of the preliminary official
statement on a related Web site, password restricted for institutional investors only, during the sale of GO Scries
20piB&C. Marketing the City’s bonds through the “virtual” world which can be accessed by a greater number
of investors and viewed anytime and anywhere with a computer cpnnection, provides an additional service to
institutional investors in City debt.

; Since theifirst conversion of $140 million of floating-rate bonds (VRDBs) into auction-based lloaling-rate
sfecurities in April 1999, the City has continued to monitor their performance relative to other variable-rate bonds.
The all-in cost of the auction program, inclusive of credit enhancement and auction agent fees, has been nearly
10 basis points lower than traditionally remarketed variable-rate paper. In addition, the new product broadens the
City’s investor base, reaching high-net-worth individuals. The City added $100 million of tax-exempt auction
rate bpnds and implemented the first $100 million of taxable auction-rate bonds in its recent new money issue,
the GO Series 2001H. These new series employ a modified auction procedure, allowing three broker-dealers to
participate in the same auction bidding process. It is expected that the competition among the dealers will further
reduce the yields bn the auction-rate debt.

(
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ratings adjustment from Moody’s or Fitch. The City intends to seek rating upgrades from all three rating agencies
to bring the court program more in line with the City GO ratings and other State appropriation credits.

The City also plans to issue in 2001 lease appropriation bonds through the newly established Jay Street
Development Corp. (JSDC) to finance the construction of a large multi-court facility at 330 Jay Street in Brooklyn.
■pie size of the initial issue is expected to be approximately $275 million, with the remaining construction costs
to be financed by JSE>C over the next four years. It is expected that the first issue, to be priced in May 2001, will
be all variable rate debt, with both VRDBs and auction rate securities in order to achieve flexibility and the
cheapest cost of debt. i '

Through,DASNY, the City plans to finance three hospital projects in early 2002 totaling approximately $600
million. The projects include a new DNA lab, ambulatory service facilities at Bellevue hospital and the phase-
two reconstruct!oft of Kings County Hospital. Through the IDA with a similar lease appropriation structure,
approximately $600 million of capital funds will also be raised in early 2002 fpf the site purchase and a portion

/ of the construction costs for the new New York Stock Exchange facility. Both programs are expected to pursue
floating-rate exposure for a portion of the financing. Other lease appropriation debt issuance planned for the
coming fiscal years includes $150 million for the renovation of Lincoln Cepter and $600 million for stadium
improvements.

The New York City Municipal Water Finance Authority

! NYW was created in 1985 to finance capital improvements to New York City’s water and sewer system.
Since its first bond sale in November 1985, the Authority has sold $14.88 billion in General and Second Resolution
bopds, including $4.48 billion of refunding bonds. Of this aggregate bond par amount, $9,865 billion is outstanding,
$4.04 billion was refinanced with lower cost debt, and $1.03 billion was retired with Authority revenues as it
matured. In addition to this long-term debt, NYW utilizes a tax-exempt $600 million commercial paper program
as a source of flexible short-term financing.

In February, NYW’s General Resolution bonds were upgraded to “Aa2” from “Aa3” by Moody’s Investors.
Service, recognizing as key factors the extraordittary legal protections similar to operating company securitizations,'
and a well-managed capital program. This rating upgrade brings the views of the three major rating agencies
more closely in line. NYW is rated “AA” by Standard and Poor’s and “AA” by Fitch.

To date in 2001, the Authority has completed three financing transactions. The First Resolution Series A and
p issuances consisted of bond sales directly to the public. The Second Resolution Series 1 bonds were issued to
/the New York/State Environmental Facilities Corporation (EFC) and secure a temporary direct loan from EFC to
(he Authority. The projected financing activity for the remainder of 2001 will consist of a bond sale by the
Authority directly to the public for approximately $200 million and approximately $200 million in bonds issued
to EFC. Additionally, the Authority expects to take advantage of potential refunding opportunities during the
year if the interest rate environment is favorable. These financings are discussed in more detail below,

On November 20,2000, the FY2001 Series A bonds were offered for sale with a par amount of $328 million.
The transaction structure consisted of a single term bond with a maturity of 2033. The fixed-rate, uninsured bonds
sold at a 5.66 percent yield, with a TIC of 5.7 percent. This yield was only 13 basis points over the Municipal
Market Data (MMD) tripIe-A scale; representing one of the best (lowest) relative yields eVer achieved by NYW.
The bond sale was oversubscribed by approximately two times. Proceeds from this sale defeased a portion of
thb Authority/s Series One and Five commercial paper, funded the debt service reserve fund, and paid certain
costs of issuance. \

i



NYC 9/11 Public Portal Document

TSASC,Inc.

108

NYC-WTC_000195605

During the period of 2002 and2005, the Authority expects to sell an average of approximately $1.8 billion
of new debt per year. Of this amount, NYW plans to issue a minimum of $300 million per year through EFC,
taking advantage of the 33 to 50 percent interest rate subsidy available for qualifying projects, and minimizing
the overall costs of its financing progrm,

Taking advantage of an improvement in interest rates, the Authority’s second issuance followed shortly
thereafter on December 8, 2000, with an advance refunding of $60 million of FY 2000 Series B bonds. These
FY 2001 Series B bonds were offered for sale with a par amount of $68.7 million and resulted in net present value
savings of $3.9 million. The transaction structure included serial bonds from 2002 through 2020 and a single
term bond maturing in 2031 . The term bond sold at a 5.41 percent yield, a very favorable 7 basis points over the
MMD triple-A scale. The TIC cost of the issue was approximately 5.4 percent.

I

On December 141,2001 the Authority received a direct loan from EFG. EFC offered this $99.5 million bridge
loan in anticipation of the restructuring of bond amortizations from 20 year's to 30 years — the longer amortizations
which are now allowed in New York State by the United States Environmental Protection Agency (EPA). Proceeds
from EFC bond sales assist in the financing of federally mandated clean' water and safe drinking water projects
for municipalities like New York City. NYW used the direct loan proceeds to defease commercial paper previously
issued to fund clean water improvements to the system. The subsidized interest cost of this direct loan was a very
favorable 2.74 percent. Going forwafd, NYW expects to issue 30-year Second Resolution bonds to EFC with
EFC issuing its 30-year bonds directly to the public. ' ■

' : . ! ! .
; I’ 1

In the spring of 2001, the Authority expects to sell an additional $200 million of tax-exempt bonds as well
as approximately $200 million of bonds to EFC. Additionally, the interest rate Environment may allbw for
refunding opportunities during 2001 and 2002, resulting in net present value sayings on the Authority’s debt
service. ' ' \

TSASC, Inc., a special purpose corporation, was created by the City in November 1999 to issue bonds secured
with the City's share of the Tobacco Settlement Revenues (TSRs) pursuant to a nationwide Master Settlement
Agreement (MSA). TSASC issued the first of four series of Tobacco Flexible Amortization Bonds (Tobacco
Bonds) in 1999 to finance a portion of the City’s capital program. Those bonds were the highest-rated bonds
secured by TSRs issued to date by various other governmental entities. The pricing for the TSASC bonds with
longer maturities also compares favorably to those in other tobacco transactions with comparable flexible-payment
structulres or with super-sinker term structures. The only feature of subsequent tobacco bond financings which
comp&ed well with !TSASC was traditional serial bonds in the early maturities.

TSASC postponed its second financing from April 2001 to April 2002 and will delay the third and fourth
series of bonds to be issued by a year from the original schedule as well. In addition, TSASC is currently negotiating
a $150 million federal government loan, which will be made to TSASC under the Transportation Infrastructure
Financing and Innovation Act (TIFIA). This is being reflected as a $50 million reduction in net proceeds in each
of thie remaining three financings. With additional reductions of bonded amounts otherwise required for liquidity
reserves and capitalized interest, the size of the remaining three TSASC public bond issues will be approximately
$630 million each. TSASC expects to complete the $150 million TIFIA loan agreement with the Federal
Department of Transportation in the next few months. The loan will be secured with TSRs, on a parity with other
TSASC senior program bonds, and will have an interest rate comparable to that borne by Treasury obligations.
Proceeds from the TIFIA loan will be used to fund a portion of the reconstruction of Whitehall and St. George
Ferry Tferminals and the purchase of three ferryboats.
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• The maximum debt burden and debt affordability levels deemed desirable as a matter of policy, considering
the City’s capital investnient needs and the cost for financing that investment; Recommended changes in
Local Finance Law constraints on issuance by the City and its public finaiicing authorities and
recommended changes in (he limitations on the issuance of short-term debt as contained in state law;

• The form and structure of borrowing by the City whether directly, through its financing authorities, or by
means of subject-to-appropriation borrowings. Such policies should deal at a minimum with thie use of
competitive versus negotiated sales, fixed versus floating rate debt and the extent of use of swaps or other
derivative instruments. \ ;

In addition, TS ASC also received the first two Annual Payments of $11 million and $136.5 million in April
15, 2000 and April 16, 2001, respectively. All planned debt service due inj2001 and 2002 was fully funded by
January of each fiscal year upon receipt of the Initial Payment. The 2000 Annual Payment was'about $4 million
less than originally forecast in TSASC’s 1999 Official Statement due to a Non Participatin'g Manufacturer
adjustment. The 2001 Annual Payment received to date was about $1 million less than projected, largely due to
delayed payments by some Participating Manufacturers. In general, the Annual Payments vary according to an
inflation factor and the annual amount of cigarettes shipped in the US by tobacco manufacturers participating in
the MSA, among other factors. Also, the amounts of TSRs received to date are subject to modification as the
Independent Auditor receives updated cigarette shipment information from various sources. The adjustments were
land will be made against subsequent TSRs.

Mayor Rudolph Giuliani has established a procedure, set forth in an Executive Order, by which in each fiscal
year, at the’Ume Of submission of the Executive Budget in April, the Mayor shall review the City’s Debt Policies.
The first statement of debt policy is included herein. The City’s Debt Policy shall include at a minimum the
following: ;

TSASC has acquired the City’s 3.4% share of the national total TSRs payable under the Master Settlement
Agreement (MSA) entered into between 46 States and the manufacturers of over 97 percent of cigarettes sold in
the US. After TSASC retains sufficient TSRs to pay for its debt service and operating expenses, the excess TSRs
flow to the City through ownership of a residual certificate. The MSA provides for an upfront payment, four Initial
Payments payable on each January 10, beginning in 2000 and continuing through 2003 and an Annual Payment
payable on every April l5, beginning in 2000. TSASC received the upfront payment of $84 million in December
1999. The first two Initial Payments in amounts of $73 million and $66 million were also deposited into the
Collection Account on January 6, 2000 and January 8, 2001, respectively. The 2001 Initial Payment was about
$10 million less than what was originally forecasted. This is largely due to an $8 million adjustment for an
overpayment of the Annual Payment made in April 2000. The remaining $2 million shortfall is attributable to
lower than anticipated cigarette shipments in the US in calendar year 2000 by the four largest cigarette
manufacturers, referred to in the MSA as the Original Participating Manufacturers (OPMs). The Initial Payments
are based solely on cigarette shipments by the OPMs.

Recognizing the lower-than-expected receipt from the actual January 2001 Initial Payment and the April 2001
Annual Payment, the City is revising downward its estimate of residual from the 2001 TSRs by $13 million.
However, at'this time, the City is not adjusting the original TSASC forecast for future TSRs assuming the average
annual cigarette consumption decline of approximately 2 percent contained in the original forecast will be the
longterm trend. In addition, with the postponement of the TSASC 2001 series, the City expects to realize additional
residual revenue, resulting from reduced debt service retention.

MAYOR’S NEW ANNUAL STATEMENT 6f DEBT POLICY
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New York City’s debt ratios are particularly favorable compared to the largest cities when unfunded
pension liabilities are taken into account. Many analysts view unfunded pension liabilities, which are

’ 110 JI

’ These ratios appropriately exclude debt service on TFA bonds, which have their own statutory and
covenanted maximums on debt and debt service, debt service on TSASC bonds, which are self-supporting
froin non-City revenues, and debt service on Water Authority bonds which are fee-supported revenue bonds
of the type excluded from the ratios for the other large cities. In addition, in calculating the debt ratio, the
general obligation (GO) bond debt service is reduced by the amount of rental payments from the Water System
to the extent equal to debt service on GO bonds issued for water and sewer purposes prior to the creation of
the Water Authority. Pre-payments of debt service from prior or current year surplus, which has an effect of
artificially reducing or increasing the annual debt service costs, are also excluded from the calculation. This
methodology is consistent with the format historically usedby the Mayor’s Office of Management and Budget.

3^

' ' J \
Constitutional and statutory debt limits are too blunt an instrument to be used as a mechanism for fine-

tuning the affordability of City debt issuance. The City also requires limits on amounts of affordable debt
establisl)ed as a matter of policy, not law. Most commonly used yardsticks of debt burden overstate the
relative burden of New York City’s debt relative to other large cities. This is because New York City funds
a total capital program which in other cities is funded not only by the municipality, but shared among one or
more counties, one or more school districts and various special districts. New York City has alarge population
base and a strong and diverse economy; its resources easily sustain its debt burden. However, measures such
as per capita debt or debt as a percent of personal income make New York City’s debt burden look
disproportionately high. This is because in other cities the amount of debt incurred by the municipality is
small relative to other “overlapping debt” of counties, school districts and special districts and relative to
their population size and economic base. Data gathering to add such overlapping debt into the debt burden
of other large cities is difficult, time-consuming and subject to error and interpretation.

' ' J ' ........
On the other hand, debt service as a percentage of either the total budget or in proportion to local taxes

more accurately measures debt burden relative to the resources and responsibilities of each particular city.
On these measures, the debt burden of New York City is not high. New York’s debt service is 8.1 percent of
total budgeted revenues in 2001 rising to 9.6 percent in 2005 compared to a mean of 13 percent for the 15
largest cities excluding New York City. As a percent of local tax revenues. New York City’s debt service is
14.1 percent in FY2001 and will rise to approximately 15.8 percent in 2005, compared to a mean for the 14
largest cities of 17.4 percent.

I. AFFORDAKLE LEVETS OF DEBT BURDEN:
The Mayor’s Office of Management and Budget shall monitor trends in the City’s capital program in order
to ensure that aggregate debt service of the sum of City General Obligation, lease and MAC debt does not
exceed 15 percent of total City revenues and does not exceed 20 percent of City Tax revenues. Use of statutorily
limited debt Authority, sucfi as the TFA, will also be noted. i

The capital budgeting process of the City, managed by the Office of Management and Budget (“0MB”)
on behalf of and with the active oversight of the Mayor, must balance the large infrastructure and other capital
investment needs of the City against the cost of the debt used to finance the City’s capital program. In addition
to reviewing the Capita) Commitment Plan quarterly, 0MB every two years coordinates a comprehensive
review of agency requests and existing capital program culminating in the publication of a new Ten-Year
Capital Strategy, in Preliminary form in January and in final form iti April. Also taken into account are the

' results of the Comprehensive Asset Condition and Maintenance Report also compiled annually. The capital
planning process weighs the impact of debt service costs against (he costs of delaying or not implementing
needed capital improvements on a ten-year horizon. i
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TFA bonds* which also have a statutory cap of $11.5 billion of debt issuance, have a covenant with
bondholders preventing additional debt issuance if it would result in TFA debt service in excess of $330
million per gutter. This has the practical effect of limiting the issuance of TFA debt to approximately $ 12
billion, depending on interest rates at the time of issuance.

The legislative proposals of the City for calendar year 2001 contain several technical but important
amendments to the Local Finance Law which would afford the opportunity for significant cost savings for
taxpayers without relaxing or foregoing the City’s conservative and prudent approach to debt issuance. These
include the proposal that refundings and new money be permitted to be structured together to meet amortization
requirements iwhen new money issues are combined with bonds issued to refinance previously issued debt.
This change would apply to both general obligation and TFA financings. In addition, the City is proposing
that it be expressly authorized to utilize interest rate swaps (as is currently the case for at least one State
financing authority), to issue bonds with detachable call provisions, and to issue debt payable in foreign
currencies for sale in international markets for debt not qualifying for tax-exempt status. Foreign borrowings
would be required to be entirely hedged so that the liability of the City for debt repayment would be paid in
dollars at a known cost.

accounted for as long-term liabilities, as an add-on to bonds in calculating debt ratios. For New York City,
there is no significant unfunded liability in the aggregate for the major pension systems, a circumstance
dramatically different from that of many large cities.
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Provisions of the Financial Emergency Act requiring that City note financings for cash flow purposes be
secured by clearly identified revenues or taxes and prohibiting cash flow borrowing over fiscal year end
should be incorporated permanently into the State Local Finance Law to ensure that these guidelines will
continue to^ exist after M sunset of the Financial Emergency Act in 20081 Bond Anticipation Notes can be a
useful way to access the short-term capital market as an alternative to variable rate bonds or as a construction
period financing device and should not be limited to niaturity to the fiscal year in which issued.

' i ft- ' 1
3, LIMITATIONS ON DEBT ISSUANCE IN LOCAL FINANCE LAW:
The Local Finance Lavi’ as it applies to debt issued to finance the capital program of New York City must be
reviewed annually to advise the State Legislature of recommended amendments and modernizdtion to permit
the City to incorporate in its borrowings the latest prudent cost saving financial techniques.
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The Local Finance Law contains a long list of restrictions and compliance rules for the issuance of New
York City GO and TFA debt. These Include:

• limitations on the amount of variable rate indebtedness.
• requirements that amortization of debt be in relation to statutorily specified periods of probable

usefulness (“PPUs”) of assets findneed.
• formulations which have the effect of requiring roughly level or declining annual debt service.
• limitations on capital purposes for which the proceeds of indebtedness may be used. j
• the requirement that advance refunding must either result in present value savings or produce the

, I defeasance of certain state covenants contairied in bonds to be refunded.
• I the requirement that bonds issued for advance refunding purposes be; amortized separately from

: bonds amortized to fund the City’s ongoing capital program.
•' limitations on the use of negotiated or private sale of bonds as alternatives to advertised bids and

, making such sales subject to approvals by the State Comptroller.
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4, VARIABLE RATE DEBT ISSUANCE:
Variable rate indebtedness up to a level of 20 percent of overall indebtedness represents a prudent and
balanced approach to liability management for the City.

V-

In calendar 2000, the State Legislature responded to the City’s request that statutory limits on variable
rate indebtedness for GO and TFAbonds be raised to 20 percent. The City is currently utilizing the 20 percent
variable rate debt target as a guideline for all of its sources of financing including the Water Authority and
for the City’s overall debt service budget including subject-to-appropriation lease financings.

S, COMPETITIVE VERSUS NEGOTIATED BOND AND NOTE SALES:
• Issuance of bonds in amounts of less than $250 Million per issue and notes in amounts of less than $2

Billion should be sold by competitive sale (Advertised bids) unless market conditions are sufficiently
unsettled or the particular credit being marketed is so complicated as to warrant negotiated sale.

• Negotiated firiancings as 'small as $100 Million in size are also appropriate 1) when a smaller “emerging ”
securitiesflrm among several lead firms in a largerfiiiahcing program ha,s earned a book running position
but is not experienced in running deals of $250 Million or larger and 2) when a securities firm has-
structured and earned the right to lead a financing which for various reasons, technical or market, ends
up smaller than $250 Million in size,

r Financings larger than these amounts should be marketed by negotiated sale in order to mobilize optimal
underwriter support and to make possible the use of retail pre-sale order periods necessary to ensure the
lowest interest cost on the borrowing. J

• Ar least once every four years underwriters for negotiated sales should be reviewed and selected in a
competitive process by means of a formal request for proposals process. The Mayor’s underwriter’s-
selection committee consisting of the Director of Management and Budget, the corporation Counsel, the
Deputy Mayor for Finance and the Commissioner of Finance ensures that this process is fair and equitable.

The City together with its financing authorities is a recognized leader in the development of the technique
of presale retail order periods which have significaptly\^roadened the rnarket for New York City bonds and
contributed to the reduction in relative interest rates on City-related financings. Retail order periods are .

! particularly helpful for the large financings which are common for New York City. Such presale retail
marketing can only be accomplished as part of a negotiated bond sale.

6, INTEREST RATE SWAPS AND OTHER DERIVATIVE INSTRUMENTS:
Any use these techniques should only be upon express approval of the budget director on the Mayor’s
behalf, and pursuant to the standards on the use of swaps and derivatives instruments enumerated below.

' The City has not utilized interest rate swaps and other derivatives in recent years. There is a good case
to be made that utilization of such financial products, in limited amount, and as a prudent hedge (for example
against foreign exchange risk on international borrowings) or as a means to achieve a balanced liability
structure (for example fixed-to-floating swaps used as an alternative to variable rate debt) can be useful tools
in the City’s overall debt management. To ensure that they are used prudently, swaps and derivative instruments
should be used only upon express approval of the Mayor or his designated representative and pursuant to the

' following guidelines dealing with the extent and criteria for the use:

I
i!'

• risks (including counterparty risk, interest rate risk, renewal risk, basis risk and leveraging) should
be carefully identified and compared to benefits obtained.

• the City should seek to obtain at least a 10 basis point benefit and should obtain a greater benefit if
the derivative product is leveraged or if the product is long-dated (greater than 10 years in duration).

• counterparties used should have long-term bond ratings in the double-A rating category or higher
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As a matter of principle and policy, the average life of the financing sources of the City's capital program
should be long and roughly match the long average life of the assets being financed. This ensures
intergenerational equity arhong the taxpayers using bond financed assets over the approximate twenty-year
average life of those assets. For this reason, pay-as-you-go-capital, paid only by today’s taxpayers, should
appropriately be.limited in amount.

providers of advice and other services relating to the investment of proceeds of bonds and of assets of the
City’s pension systems must be precluded from making political contributions to City elected officials or candidates
for, elected office, a prohibition similar to existing prohibitions on political contributions by underwriters to
candidates for City offices.
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and, where possible, should be required to collateralize their obligations if their ratings are down­
graded below the double-A rating category.

• the City should seek to diversify its counterparties.
• products should be favored which have well-established and liquid markets to facilitate termination

of the contract where desirable or necessary. i
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the City and its financing authorities do not engage in leveraged investment transactions of the type
which resulted in the bankruptcy in Orange County, California. The City’s consistent policy of requiring
competitive bidding for escrows on advance refundings kept City financings from any shadow of suspicion
during the investigations of “yield burning” over the'past five years. , '

7, INVESTMENT OF BOND PROCEEDS AND OF DEBT SERVICE FUNDS:
The City and its financing Authorities will invest bond proceeds and monies set aside to pay debt service
subject to written investment guidelines or statutory or bond indenture criteria. All Investments including
investments of open market securities for escrows on advance refundings will be obtained by competitive
bidding where possible.

In the case of the Water Authority and TFA, the Boards of those respective authorities have formally
adopted Investment Guidelines. TSASC and the Jay StreetDevelopment Corporation investments are pursuant
to their respective bond indentures. Proceeds of City GO bonds and notes qre invested by the City Comptroller
pursuant to formal investment guidelines approved by the Comptroller. The State Comptroller invests City
property taxes set aside to pay debt service on City GO bonds and on City revenue and tax anticipation notes
pursuant to statutory guidelines. f \

S. PAY-^S~YOU-GO-CAPITAL:
The City's conservative practice ofpaying for assets with lives of three and four years out of the ope rating budget
rather than borrowing to pay for such assets amounts to a significant $150-to-$200 Million pay-as-you-go
policy. T^is amount should contine to be presented separately as Pay-Go in the City budget and debt reports.

Most local governments across the country borrow for at least a large portion of assets with lives of three
years or longer. The fact that New York City pays for assets with lives under five years out of the operating
budget is a significant and conservative budgeting and debt management practice which deserves greater
attention by the public, the rating agencies and investors.
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Current federal government regulations for the use of tax-exempt municipal financing limit state and
local governments to one advance refunding of previously issued debt (if issued after 1987, otherwise to two
refundings). The 5 percent savings target utilized by the City on advance refundings ensures that should
interest rates decline further in the future the City will be able to capture additional debt service savings for
taxpayers. This sayings threshold also ensures that the savings obtained for taxpayers is in excess of five

9, ADVANCE REFUNDINGS (REFINANCINGS OF EXISTING DEBT}:
The City will continue its ct^nservative practice of requiring that advance refundings produce savings at least
equal to 5 percent. .

10, INVESTOR REUNIONS:
The City will continue to commit resources and utilize the latest technologies to ensure that the borrowings
to fund its capital program will continue to be viewed by investors as representing state of the art investor
relations techniques. ' f

! ' ■!

This will be a crucial factor in ensuring that the City’s borrowing costs areithe lowest possible in the
marketplace. '

II, OTHER SOURCES OF II>^FORMATION FOR THE PUBLIC AND FOR INVESTORS ON NEW
YORK CITY DEBT MANAGEMENT:

New York City has the most extensive and transparent reporting on financial management including debt
management in the country. In January and April of each calendar year, the City publishes an extensive
textual discussion as a part of the release of its Preliminary Budget (in January) and Executive Budget (in
April), with a time horizon of four fiscal years. This text includes a lengthy textual presentation and review
of both the City’s Capital Program and its Financing Program. Biennially, the City publishes in January and
April respectively its Preliminary Ten Year Capital Strategy and then its Ten Yew Capital Strategy. The City
also annually publishes its Asset Condition and Maintenance Schedules for Major Portions of the City’s
Capital Plant. At the time of publication of the Ten Year Capital Strategy, the City publishes an additional
report comparing (he recommended levels of funding in the Asset Condition and Maintenance Report with
actual proposed budgeted funding levels. Annually in April, the Mayor publishes his Annual Statement of
Debt Affordability and his Annual Capital Progratn Affordability Certificate. In June, after budget adoption,
the Mayor publishes his Annual Declaration of Need and Proposed Transitional Capital Plan. In addition, the
Cityi Comptroller publishes in December of each calendar year his Annual Report on Capital Debt and
Obligations. j



NYC 9/11 Public Portal Document

^5 at least

ble in the

\

I 1 j

NYC-WTC_000195612

Mayoral
Agencies

trrowings
•t investor

state and
isetotwo
.at should,
ivings for
ss of five

iding debt
extensive
ludget (in
nd review
nuary and
. The City
the City’s
additional
:port with
itement of
adoption,
dition, the
Debt and

Analysis of
Agency Budgets:

)
i



NYC 9/11 Public Portal Document

ADMINISTRATION OF JUSTICE

Overview
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NEW YORK CITY FBI INDEX CRIMES
Calendar Years 1991-20(.
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As a result of the Adtninistration’s focus on crime-fighting and quality-of-life issues, reported crime in New
York City continues to dramatically decrease. From calendar years 1993 to 2000, FBI Index crimes declined by
52 percent. During this period, crime in all seven major categories declined significantly. Motor vehicle theft
experienced the largfest decrease (68 percent), followed by murder (65 percent), burglary (62 percent), robbery
(62 percent), forcible rape (42 percent), larceny (41 percent) ai)d‘aggravated assault (35 percent).

I

Arrests totaled 387,233 in 2000, an increase of 46 percent from 1993. Misdemeanor arrests increased by 90
percent during the same period, froth 133,446 in 1993 to 253,704 in 2000. The steady increase in misdemeanor
arrests reflects the Police Department’s focus on quality of life improvements.

In addition, the FBI Crime Index for New York City showed a four percent overall decrease from calendar
years 1999 to 2000. The number of robberies, motor vehicle thefts and burglaries experienced the largest changes,
decreasing 10 percent, 10 percent and 8 percent, respectively.

■ i ‘ i
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In January 2001, the Mayor and Police Commissioner announced a plan to transfer certain prosecutorial
responsibilities from the Police Department to the Civilian Complaint Review Board (CCRB). Under this plan,
the CCRB will assume the duties of prosecuting police officers with substantiated cases of police abuse before
Administrative Law Judges at the Office of Administrative Trials and Hearings (OATH). Currently, the CCRB

19841985 1986198719881989 19901991 1992 1993 1994 1995 19961997 1998 1999 2000*
* Preliminary

1984-1999 as per Official Crime Comparison Reports:

CITY-WIDE DRUG INITIATIVE

A central focus ofthe City’s strategy to fight crime has been to aggressively pursue illegal drug activity. Since
1996, the Police Department’s Narcotics Division has employed drug initiatives, which focus narcotics
enforcement through a command center and coordinates uniform, undercover and detective components. In
January 2000, the Police Department began an aggressive initiative to enhance the Citywide Drug Initiative and
increase its anti-drug policing activity. Known as Operation Condor, the NYPD initially deployed 100 daily
additional narcotics modules on the street regularly on officers’ scheduled days off. The effects were swift and
substantial, as felony arrests soared and crime declined. The program has since been modified to include quality
of life enforcement.

Calendar Year 1984-2000
400 --------------- -----

i!
J

The average daily inmate population (ADP) has decreased recently. From 2000 through March 2001 the
ADP fell by 7 percent, from 15,531 to 14,489. The decrease in ADP is primarily attributed to decreases in state
contract inmates, pretrial detainees and parole violators. The average length of stay for parole violators decreased
by 15.7 percent during this period, from 70 days in 2000 to 59 days through March 2001. March year-to-date
jail admissions declined by 4 percent, from 93,530 in 2000 to 89,925 in 2001.
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investigates allegations of police abuse and refers substantiated cases to the Police Department. Currently, all
uniformed personnel above the rank of police officer are prosecuted within the Department. The 2002 Executive
Budget reflects the shift in this function from the NYPD to the CCRB and OATH.

Beginning in September 2001, 350 new recruits will be trained to serve as correction officers in City jails.
The new officers will replace attrition and will enable the Department to contihue to control overtime expenditures
in 2002. ' \

Because of the 7 percent decrease in population, from 2000 to March 2001, City jails have remained under
capacity for most of the year. This has enabled the Department to consolidate beds and close entire housing areas,
thereby operating more efficiently and effectively.

Population management strategies also enable the Department to close beds to perform necessary
reconstruction and improvements within jail facilities. The Department experts to commit $ 188 million for capital ‘
improvements to existing capacity in 2002. These projects'improve the overall security, conditions, fire safety,.
and food service in the jails.

Other Criminaijustice ProgramsJ ' ,
In 2002, the Department of Juvenile Justice (DJJ), in conjunction with the VERA Institute of Justice, will pilot
the Portable Adolescent Therapy (PAT) Program. PAT is a program designed to provide drug treatment to substance
hbusing adolescents. This treatment program will follow the adolescent regardless of their point within the City
or State juvenile justice systems. The program anticipates drug treatment in order to reduce the likelihood of
adolescents returning to the juvenile justice system. The City has allocated $3 million over three years to implement
the PAT program.

The Department has also continued its efforts to improve its facilities. The 2001 Executive Budget included over
$4 million for the repair and maintenance of precincts and other department buildings. The 2002 Executive
Budget provides funding for the hiring of 60 custodians and 200 full time equivalents dedicated to cleaning and
maintaining the Department’s 97 precincts, transit districts and,public service areas. Funding for the replacement
of precinct furniture Is also included in the budget. ,

In 2002, the Department is projected to achieve a peak uniform headcount of 40,710 demonstrating the
Administration’s continued commitment to fighting crime and improving the quality of life for the people of New
York City. r '
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Expense Budget Highlights

Budgetary Priorities; Providing Core Services
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commitments in the Four-Year Plan total $391.6 million.

Revenue Forecast

The principal mission of the Police Department is to maintain public safety and security, to respond to calls
for emergency aid and to conduct investigations of criminal activity. In 2002, the Department will reach a peak.
uniform headcount level of 40,710 complemented by a planned civilian headcount of 8,586. These numbers
include the personnel of forces in all operational, patrol, and support functions.

• To further improve its awareness of the communities it serves, the Department will contract with an
independent marketing firm to conduct a neighborhood satisfaction survey. This survey will assess the
perception of neighborhood residents toward the Police Department and the quality of the services they
receive. The results of this survey will then be developed into a planning document to develop strategies
for improvements in services and community relations.

• The 2002 Executive Budget includes $30 million for the purchase of new Police vehicles. Due to an aging
fleet and an expanding police force, the Department’s vehicle fleet has been chronically below quota and
many vehicles have exceeded their lifecycle. The expenditure of $30 million over two years will address
the urgent need for replacement of deteriorating patrol cars and other vehicles within the Cleet, and will
ensure rapid response to emergencies throughout the City.

• Much of the Police Department’s success in reducing crime has been due to the Citywide Narcotic.s
Initiative. Begun in 1996, the initiative is aimed at eliminating illegal drugs from the City’s streets. The
2002 Executive Budget includes funding of $53.3 million to continue the Narcotics Initiative, through
March2002.

The Police Department collects revenue from fees charged for pistol licenses, rifle permits, fingerprint fees,
accident records, tow fees, and unclaimed cash and property that is abandoned or confiscated as a consequence
of the commission of a crime/ The Department expects to collect $32.8 million in 2002.

S'

• The Department is taking steps to attract qualified police officer candidates through a recruitment and
outreach campaign. This effort will include advertisements in newspapers, on public displays, and on
radio and television. The Executive Budget includes $6.6 million for this campaign. In addition to
advertisements, the Department will expand the frequency and locations of its examinations. The NYPD,

, The New York Pphee Department’s 2002 Executive Budget provides for an operating budget of $3.24 billion,
a decrease of $166 ihillion from the $3.41 million forecast in 2001. This decrease is due primarily to a reduction
in overtime combined with certain federal funds and private grants that are not yet reflected in the budget. Capital

ifi

til

• In January 2000, the NYPD began an overtime enhancement program to the Narcotics Initiative known
as Operation Condor. This aggressive effort has produced thousands of additional drug arrests and is
credited with keeping the City’s crime rate at historically low levels. The 2002 Executive Budget allocates
$75 million to continue this program through March 2002.
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in conjunction with DCAS, will offer the police exam three times a year at citywide locations as well as
at selected military bases across the nation, and at colleges and universities in the New York region.

• The 2002 Executive Budget includes funding to hire 60 new custodians and 200 full time equivalents for
the cleaning and upkeep of Department facilities. The additional staffing is required to bring the NYPD’s
97 Precincts, Transit Districts and Public Service Areas to an improved state of cleanliness and order. A
funding comipitment of $5.8 million in 2002 is dedicated to this effort.

• In order to eliminate the City’s backlog of DNAevidehce, $3.7 million is included in the Executive Budget
for a contract to process DNA kits currently waiting analysis in sex offender cases.

I
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• The Executive Budget contains finding for additional School Crossing Guards. Announced as part of the
Mayor’s 2001 State of the City Address, $1.9 million has been allocated annually for increasing the number

• As part of his 2001 State of the City Address, the Mayor announced a new program to target criminals
with outstanding warrants. Known as Operation Discover the initiative doubles the size of the Department’s
Warrants Squad and $4 million is provided in the Executive Budget for equipment such as cars, radios,
computers and other technical support.
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Summary of Agency Financial Data

lncfease/(Decrease)
2001

Forecast

11,076

$56,660
1/

$2,836,670 $3,035,061 $3,005,034 $3,016,378

(9,367) 52

$3,187,879 $3,414,301 $3,191,252 $3,247,912 $56,660

48,656 49,381 46,649 49,222 (159) 2,573s)

38 74 74 74

575
49,296 (159) 2,573

(

t
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111,922
101,654

17,433
88,785

107,093
130,565

1,500
53,433
88,785

1,500
36,000

$11,344
7,764

2000
Actual

($18,683)
(44,399)72,403

1,797
5,800

2001
Forecast

80,167
li797
5,852

1,500
(53,660)
(41,780)

($166,389)

124,566
1,797

15,219

I

Personnel (at fiscal year-end)
City .............
Non-City ;

• IFA ..... L .......

2002
Preliminary

Budget

• CD ..
• Other.

Funding
City;....... . ....... ...........
Oth^ Categorical Grants
Capital IFA .................
State ... (......... . . ...  i.
Federal

• JTPA......... .............
• CD .........................
• Other...... ................

Intra-City Other...........
Total .......s...........

Total
li

i

i

Expenditures ;
Personal Service ?.......  $2,989,529 $3,178,579 $3,029,968 $3,075,552 ($103,027) $45,584

The following table compares the 2002 Executive Budget with the 2002 Preliminary Budget, the 2001 forecast
and actual expenditures foil 2000.

Summary of Agency Financial Data
($000’s)

121,050
' 1,330

15,252

_______ , 2Q02
Preliminary Executive

Budget Budget

49,269 49,455 46,723

Other Than
; Personal Service .̂ i.. 198,350 \ 235,722 161,284 172,360 (63,362)
'Total............ ;.. ......... $3,187,879 $3?197.252 ^247^ '~’(^^)
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1 forecast

45,584
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* NYPD Preliminary Data
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1,500
36,000

111,344
7,764

w)____
t002
iminary
udget

11,076
56,660

The 2002 Executive Budget reflects the Police Department’s effort to build on its success in reducing crime
to record levels while improving its infrastructure and emergency response capabilities.

In 2001, the Department expanded the police force to its largest size in history. Tn 2002, the NYPD will
engage in a recruitment and outreach program aimed at attracting top candidates within and outside of New York
City and increasing the number of police exams administered each year.

To address a shrinking and aging vehicle fleet, the Department increased its replacement purchases of vehicles
and will begin replacing the mobile data terminals within them. Upgrades and replacement of Department
helicopters will further enhance the NYPD’s abilities to rapidly respond to emergencies throughout the City. In
response to a steady rise in call volume to the City’s emergency 9-1-1 call center, the City is exploring the feasibility
of a non-emergency 3-1-1 call taking system. This system would increase public access to information and
services, improve the quality and responsiveness of public services, and provide volume relief to the critical lines

/ ofcommunicationtotheemergency 9-1-1 call center.
■ 1

In 2001, the Department received over $4 million to improve the physical state of its facilities. In 2002, the
NYPD will hire,60 additional custodians and 200 full time equivalents to clean and maintain the 97 precincts,
transit districts and public service areas in the City. The increase in staffing, along with additional funding for
the'replacement of precinct furniture, will ensure that police facilities are property maintained for the public and
for the employees of the Department. ,

) Crime rates reached an historic low in 2000. Complaints received for the seven major crimes in the FBI index
totaled 288,368 in calendar year 2000, which is lower than any single reported year since 1970. According to
preliminary data, arrest? in calendar year 2000 totaled 387,233, an increase of 46 percent compared to 265,229 total
arrests in calendar year 1993. While felony arrests are down, misdemeanor arrests have increased steadily since 1994.
The increase in misdemeanor arrests is indicative of the Police Department’s focus on quality of life improvements.

INCREASED ARRESTS AND REDUCED CRIME 

\

123 I

6. , , ____
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Uniformed Headcount
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Capital Review

' Police Facilities /
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• the replacement of the 40th, 42nd, 46th, 52nd, 63rd, 103rd, 110th, 88th, 66th and 70th precincts ($163
million)

• the rehabilitation and reconstruction of the 10th, 1st, Sth, 9th, 78th, Central Park and 20th precincts ($67.2
million)

i Fiscal Year
Note; Merger of the TAPD and HAPD with NYPD was completed in FY 95.

The FY02 riecruit class schedule results in a peak uniform headcount of 40,710 in FY02.

■ Total Police
■ NYPD
n TAPD
■ HAPD

TTT

The Ten-Year Capital Strategy allocates $^24 million and the Four-Year Program allocates $391.6 million
for the replacement, reconstruction and maintenance of facilities citywide; replacement and upgrade of computer
and communications equipment; and the replacement of transportation equipment, including the Department’s
helicopters and boats.

§ The Ten Year Capital Strategy and Four Year Program includes the following major items:

as

I

* Projection

The Department hired 1,339 recruits in September 2000. Included in this class were 500 new federally funded
police officers hired above the mandated headcount level of 40,210, expanding the police force to its largest size
ever. The next class is scheduled for June 2001, and will bring the uniform headcount to 40,710. The 2002
Executive Budget reflects recruit classes scheduled in June of each year so that the peak uniform headcount level
will remain at 40,710. ,

tp

Peak Headcount 40,710*
I ,
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• the replacement of major building components for citywide precincts ($40 million)

• the construction of a new Queens South Taskforce facility ($8.3 million)

Communications and Computer Equipment

• the lifecycle replacement of Police Headquarters’ telephone system ($3 million)

• the purchase of a handheld parking ticket device system ($29 million)

• the acquisition of equipment for ,the Department’s new arrest processing program ($16 million)

• the lifecycle replacement of the online warrant system ($16 million) /

• the lifecycle replacement of mobile data computers ($18.7 million) I

The table, below shows capital plan commitments by program area over the 2001-2005 period.

*2002-* Police Facilities
Computer Equipment .... 1,975

2,367 90,842 104,223
4,448 4,448'rojection

11,038 169,653 203,Q34 155,398 155,398Total... 1 B!S== ^BBBSaSB SSBES^B SSSSSSSBS BBSBSSSa as»BB aBEBSBBSa

• the enhancement and lifecycle replacements of communications equipment ($49 million)

• the replacement of operational and support vehicles ($11.4 million)

• the replacement and upgrading of computer equipment ($22 million)

• various police facility improvements ($48.2 million)its ($163

• various Department equipment citywide ($24.6 million)
ts($67.2
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5 million
ipmputer
irtment’s

1,896
4,774

2000
Actual

y funded
•gest size
."he 2002
unt level

Communications
Equipment.......
Vehicles....... . .

.City
Funds

25,683'

All
Funds

26
1,975

• the lifecycle replacement of the Department’s radio system ($ 123 million); portable radios ($67.4 million)
and mobile radios ($9.3 million)

!
i

Capital Commitments
($000’s)

... 2,367

... 1,896

... 4,774

... 36,695
4,723 4,723 11,410 11,410

2002
Plan

City All
Funds Funds

48,521 48,521
22,001' 22,001
48,880 48,880
24,586 24,586

2001
Plan

City All
Funds Funds

62,524 62,524
7,116 27(116;

2003 2004 2005
Plan Plan Plan

City All City All City All
Funds Funds Funds Funds Funds Funds

35,080 ,35,080 19,240 19,240 48,209 48,209
2,143 2,143 7,775 7,775 22,650 22,650

15,657 15,657 20,441 20,441 27,968 27,968
2,891 2,891 2,959 2,959 2,850 2,850
8,190 8,190 12,861 12,861 7,330 7,330

63,961 63,961 ”6^276 63,276 109,007 109,007

' The 2002 Capital Commitment Plan for the Police Department is $155 million. The Plan includes the
following major items: ,
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Financial Review

/ Revenue Forecast

I
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inmates to their discharge planners.

Streamlining

• The Department received $39 million in 2001 through the U.S. Department of Justice State Criminal Alien
Assistance Program. Another $20 million is anticipated in September 2001. The reimbursements offset
costs associated with the jailing of illegal immigrants.

The 2002 Executive Budget for the Department of Correction provides for a total operating budget of $867
million, an increase of $33 million from the amount forecast jin 2001. The increase is primarily due to service
enhancemehts and required collective bargaining funding. Capital commitments in the 2002 Ten-Year Plan will
total $1.8 billion;

I
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• The Department has managed the recent decline in inmate population by closing facilities and consolidating
beds); This effective capacity management has saved the City millions of dollars. The Department will
reduce planned annual overtime expenditures by $19 million in 2002 and by $10 million in 2003.

The Department of Correction provides custody, card, and control of detainees awaiting trial or sentence;
misdemeanants or felons sentenced to one year or less; State prisoners with court appearances in New York City;
newly sentenced felons awaiting transportation to State correctional facilities; and alleged parole violators awaiting
revocation hearings.

• In 2001, in conjunction with several City agencies, the Department began providing discharge planning
for mentally in inmates. The Department will provide 43 uniform positions atacostof $3 million to escort

' ! ■' '

The Department of Correction collects revenue from prison commissary operations, vending machines, meal
fees, inmate fines and sundry accounts. In 2002, the Department expects to collect $17 million from all revenue
sources. ;

j!
pl

Expense Budget Highlights

Budgetary Priorities: Providing Core Services

* In September 2001, 350 new recruits will complete training and will begin to serve a.s Correction Officers
in City jails. These new officers will replace attrition and will enable the Department to continue to control
overtime expenditures in 2002.



NYC 9/11 Public Portal Document

Summary of Agency Financial Data

Increase/(Decrease)
2001

I Forecast

106,057
$834,181

$$29,350$826,584

37,542^47,851 34,560 34,560 (2,982)

(58,901)

11,889 11,809 126 (80)

858 861 858 858
Total 12,747 12,667 (80)
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\

Personal Service ....
Total......... ................

(3)
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2002
Preliminary

Budget

tence;
tCity;
tai ting

$734,292
412

I
i . .

$752,913
523

2,082
755

$866,747

$750,617
■I

11 $,130
$8^6,747

The following table compares the 2002 Executive Budget with the 2002 Preliminary Budget, the 2001 forecast
and actual expenditures for 2000.

Summary of Agency Financial Data
($000’s)

Funding
City .,.. ... . ............ . .
Other Categorical Grants
papitallEA
State .... ...... ;
federal
: • JTPA ..:.....i.

• CD .... .
• Other.........

Intra-City Other .
Total .. . . ..... . .......... . . $32,763 $2,766,

Expenditures
Personal Service ...... $728,124 ; $720,090 $755,457
Other Than j

$95,058 $2,766
(412) -

$834,181 $833,984 "'^863,981

i 2002_________
Preliminary Executive

Budget Budget

12,411 ; 12,544

$30,527 ($4,840)

113,894 ,108,524

$833,984 $863,981

Personnel (at fiscal year-end)
City .....J...........
Non-City ';

• JTPA . .'......... .........
• CD .^................

i •Other............... .
I h -

2,236 7,606
$32,763 \ $1766

11,553 / 11,683
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AVERAGE LENGTH OF STAY (By Fiscal Year)
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a

average DAILY INMATE POPULATION
By Fiscaji Year j

* YTD through March 31, 2001

FY9d FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99 FYOO FYOl*

I “
' 50

uiiiiiiiir
20,000’

30 U------ J------_1--------- --------- --------- ---------—----- --------- ---------
FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99 FYOO FYOl*

* YTD through March 31. 2001
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1,211
,; 59,419

The average daily population through March 2001 was 14,489, a decrease of 7 percent compared to 2000,
The decrease in ADP is primarily due to decreases in State contract inmates, pretrial detainees, and parole violators.
The loss of State contract inmates accounts for almost half of the population decline from the previous year. The
rest of the decreases is explained by a decline in detainee admissions and the shortened length of stay of alleged
parole violators. ,

Capacity Replacement....
Support Space ..............
Building Systems and
Infrastructure ................

Equipment....... ..............
iTotal....... . . . .................

1*

Capital Commitments
($000’s)

1,211 21,912 ?1,912 11,897 11,897 12,521 12,521
22,773 22,773 90,800 90,800
12,372 12,372 16,736 16,736

59,419 172,868 176,618 187,626 187,626 74,508 74,508 155,963 155,963 171,759 171,759
sssassss 8SSSBSSSSS gSBSBBBSSBS 8BSSBSSSS === BSSSBSSSS SSSSBS9SS a—Bsassaa

Due to the decrease in inmate population. City jails have remained under capacity for most of the year. Thus,
the Department has' been able to consolidate beds and close entire housing areas. These population management
strategies enable the Department to perform necessary capital repairs and minimize taxpayer costs.

1 ' f ■

The Department’s 2002-2011 Ten-Year Strategy totals $1.8 billion for capital improvements and equipment
purchases to the City’s jail system. The Four-Year Plan totals $590 million. The Four-Year Plan includes $286

, million for capacity replacement, $33 million for construction of support space, $217 million for major overhaul
of building systems and infrastructure, and $54 million for acquisition of n^w equipment.

The table below shows capital plan commitments by program area over the 2001-2005 period: i

2000 2001 , 2002 2003 2004 2005
Actual Plan Plan Plan Plan Plan

"Sty All "citT All city Ali "city All, City AH City" aF”
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds
"1293 8293 (1,139) (1;139) 100,372 100,372 15,544 15,544 117,438 117,438 52,864 52,864
9,492 9,492 9,538 9,538 8,515 8,515 9,700 9,700 3,380 3,380 11,359 11,359
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Capacity Replacement

• construction of a 448-cell addition to the GRVC ($ 100 million). i

replacement of vehicles for inmate transport ($10 million).

130
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■

• design completion and construction of an 800-bed addition to the Rose M. Singer Center ($88 million).

• design completion and construction of a 200-bed addition to the Adolescent Reception and Detention
1 Center ($27 million).

The 2002 Ten-Year Strategy allocates $970 million for the completion of the modular replacement program.
Commitments during the first four years include: /

Upon completion of the modular program, the total operating capacity of the jails will remain the same.
However, 5,400 beds that are now in temporary housing will be in permanent facilities. These new facilities will
improve the operations, security, and environmental health of thejails.

The Department’s capital program funds the replacement of aging modular and sprung structures with
permanent structures. Nine new housing areas (eight additions to existing facilities and one new facility) will be
constructed at a total estimated cost of $998 million (inclusive of commitments prior to 2002). Design of the first
facility, the 448-cell addition at the George R, Viemo Center (GRVC), began in 1999. It was designed as the
Department’s new Central Punitive Segregation Unit. Construction will commence in 2002.

• design and construction for a 224-cell addition to the Eric M. Taylor Center ($45 million).

f design of a 448-cell addition to the George Motchan Detention Center ($11 million).

Building Systems and Infrastructure

Population reductions Will allow the Department to undertake significant improvements to building systems,
infrastructure, and support space. The Ten-Year strategy includes $752 million. Commitments during the first
four-year years ihclude:

• completidn of the upgrades to the fire safety systems in the borough houses and on Riker’s Island ($47
million), i

;
l‘ • reconstnijction of the Bronx Detention Cpmplex ($22 million).

1 I
• reponstruptipn of the Brooklyn Detention Complex fapade ($5 million)

' Equipment

' The Teh-Year strategy pro vides;$l 12 million for upgrades and/or replacements of communication equipment,
vehicles, computers, and security equipment. Commitments during the first four years include:

• expansion of the DOCNet computer system and upgrade and replacement of existing computer equipment
($30 million).
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• savings of $1.7 million in City funds will be achieved in 2002 through data base matches that will transfer
individuals from the City and State funded Safety Netprogram to the Social Security, Supplemental Security
Income and Social Security Disability programs.

• an increase of $8.6 million in total funds in 2002 will provide for 342 new emergency shelter beds for
victims of domestic violence, for a total of 1,810 beds by October 2002.

• an additional $287,443 in total funds will support seven staff in the Department’s Office of Domestic
Violence and Emergency Intervention Services to coordinate and, manage shelter information systems,

, procedures and training initiatives.

The Department of Social Services provides a range of services and programs to assist individuals and families
achieve self-sufficiency. Eligible participants receive employment and support services. Public Assistance,
Medical Assistance, and Food Stamps. The Department also provides shelter, housing, and support services to
victims of domestic violence, people with AIDS and HIV-illness, and frail and elderly adults.

The Departm,ent’s 2002 Executive Budget provides for operating expenses of $5.6 billion, of which $3.5
billion are City fiinds. '

• in 2062 the Department will continue its commitment to promoting independence through its “Ladders to
Success” initiative. By the end of 2001 all Income Support Centers will be converted into Job Centers.
Job Centers provide integrated case management combining employment services with other necessary
supports, including childcare and substance abuse services. 1

(
/.

( • increases of $6.5 million in 2002 and $6.9 million in 2003 in total funds will support additional staff in
I the Medical Assistance Program for Medicaid outreach, applications assessment and recertification. In

2001 the Department processed over 2,000 additional new applications per month as a result of the
HealthSTAT initiative, which began in March 2000.

• the completion of a Special Needs service center, with $7.3 million in City Capital funds, will permit the
Department to develop specialized case management units for clients with special needs, including tne
disabled and those with substance abuse problems.

• in 2002 the agency will continue its initiative to provide temporary subsidized employment to individuals
receiving assistance under Federal Temporary Assistance for Needy Families (TANF). Parents who have
been participating in employment activities but are at risk of losing TANF benefits because of the federal
timelimit on assistance will be placed in jobs in public and private settings. Participants will receive case
management and other supports to help them gain unsubsidized employment.

Restructuring and Streamlining

131 !
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lncrease/(Decrease)
2001

i I
Forecast

68,198
$5,439,710 $5,513,851 $5,504,405 $5,592,512 $78,661Total .

($59,087)

' 808,129 797,886 (62,122) (33,668)

Total $5,439,710 $5,513,851 $5,504,405 $5,592,512 $88,107I.
sstsass

10,492 \ 9,462 52 7

1

(583)
(531) 7
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17,284
163,578

$80,149
(3,888)

2000
Actiial

2001
'Forecast

60
4,037

$3,404,911
3,639

60
3,4542,661

13,154

60
3,454

12,9^

77,724
$88407

Expenditures
Personal Service ..
Other Than

Personal Service .

$549,370

5,043,142

• savings of $3.5 million in City funds will be realized from the conversion to the 100% federally funded
Medicare program of 1,700 Medicaid beneficiaries with work histories who were inappropriately placed
in the Supplemental Security Income Program (SSI).

2,081
1,201,076

19,873

2002
Preliminary

Budget

17,284
47,370

(132)
$78,661

$3,433,591 $3,572,827 $3,513,740
3,888 — —

19,570
1,261,241

75

Funding
City ................... . . .
Other Categorical Grants
Capital IFA .. . . ...........
State....... ....................
Federal

• JTPA .........___
• CD ....... i.........
• Other.......................

Intra-City Other .......

^8

Summary of Agency Financial Data
($000’s)

I
[1

j
■ I

■ I

gJIsOBSA

13,507

860,008 831,554

□r- in 2002 the Department will continue to pay contractors providing employment and training services on
thebasis of performiance. The performance-only system will assist the Department to reach a goal of 150,000
unsubsidized job placements for public assistance and Food Stamp recipients in calendar year 2001.

vasBBOSssBsssaea

Personnel (at fiscal year-end)

4,909,115 4,974,944 4,965,418

Jl
s

2,286 2,286
1,213,871 1,09X663

207 75

$530,595 $538,907 $538,987

City ...........
Non-City ' ;
• JTPA....... . .
•'Cd ...... 4
• (Other......... .

Ibtal ...i.......

$10,463 $10,383

2002________
Preliminary Executive

Budget / Budget

9U10 ’ 9,455

12,976=== :^=:
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1,200

lUOO

’ funded
/ placed

7,284
3,578

as well as employment programs and other
related services, are projected to be SI.8

7,724

8,107

Family Assistance, which is partially
funded by Federal Temporary Assistance
for Needy Families (TANF) and State

' funds, will assist an average of 408,898
adults and children in 2002, compared with

As the remaining Income Support Centers are converted to Job Centers staff roles will be expanded to more
fully incorporate work-first strategies. Job Center case managers will work directly with clients to connect them
with skills assessment, employment and job placement services and to place them in work experience programs.
Job Center case managers provide access to information and make referrals to childcare services, Medicaid, Food

; Stamps and additional employment programs.

FIA offers a wide array of programs and services to heljp families and individuals achieve independence. In
addition to the Employment Slervice and Placement and Skills Assessment programs, the PRIDE prdgram connects
disabled individuals with vendors who offer specialized work experience and job search activities. FIA also
coordinates the BEGIN program in partnership with CUNY, the Board of Education and private vehdors to offer
literacy and ESL program to those needing educational services. ■

Clients in need of substance abuse treatment are also assessed and referred to appropriate case management
services. In 2002, the Department will pilot two new programs using contract vendors to provide services to
sjibstance abuse clients. Two providers, serving a total of 2,000 individuals in Brooklyn and the Bronx, will
provide comprehensive services, including assessment, referrals and treatment monitoring. Another contractor
vvill provide intensive case management services to 2,000 substance abusing clients with multiple barriers to self-
sufficiency. !

The Family Independence Administration (FIA) administers the Department’s Public Assistance and
employment services programs. These programs include Family Assistance (FA), Safety Net Assistance (SNA),
and Food Stamps. FIA assists individuals with employment, providing access to work experience: job placement
and training prograrhs, and ensuring that support services, including childcare and transportation assistance are
available.

vices on
150,000
)1.

447,537 for 2001. Expenditures for this program will be $914 million, of which $189 million are City funds. An
additional $258 million, of which $ 129 million are City funds, will be spent in the City/State S afety Net program
fdr an average of 85,623 persons, compared to 88,988 in 2001.

Total expenditures for public
assisttuice, including FA and SNA payments

)___
51
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Federal law prohibits states from using TANF funds to provide assistance to a household head that has
received assistance for 60 cumulative months. On December 2,2001, the first New York City families will begin

1 1 : I

billion in 2002, of which $552 million are g ''OOO
(City funds. In 2002, an average of494,520 | 3 900
(persons is 'projected to receive public
assistance— a decline of 42,005 persons or, |
7.8% from 2001 projected levels. | J ™
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; • hospital inpatient expenditures are expected to increase by $22 million.
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The Medical Assistance Program (MAP) funds health care services through Medicaid for 1.8 million low-
income New York City residents. Medicaid recipients receive a wide range of medical services including primary
care, hospital inpatient, emergency room, physician, pharmacy, clinic, nursirig home, personal care, dental,

/rehabilitation, transportation, vision care, laboratory and x-ray.

• pharmacy costs are expected to rise due to greater utilization and higher prices, creating an increase of
$75 million.

In 2001, MAP opened a Brooklyn Medicaid recertification office where Brooklyn residents can reestablish
J Medicaid eligibility land MAP plans to open similar offices in Queens and the Bronx. The Department has also
: combined non-public assistance Food Stamp and Medicaid recertification in order to simplify the process. MAP

will test telephone recertification for child-only cases and continues to work with the State Department of Health
to simplify the documentation and processing requirements for children.

• rate increases implemented by New York State in 2001 for physician office visit.s and dental procedures
will result in higher costs.

Under HealthSTAT, which began in March 2000, the Department has enrolled 96,000 children and parents
into Medicaid and Child Health Plus. This initiative to enroll uninsured New Yorkers into health insurance
programs includes a multimedia outreach campaign and the use of advanced technology to facilitate eligibility
determinations and enrollment. The Department also deploys a mobile van for community outreach activities to
promote education and enrollment. In addition. Helpline, including integrated voice response technology, allows
individuals to'tall and request information of conduct an eligibility prescreening. The 2002 Executive Budget
ihcludes an additional $6.5 million in total funds for personnel to conduct outreach, process applications and
recertify eligibility.

The 2002 Executive Budget for Medical Assistance is $2.7 billion in City funds (excluding expenditures for
the Health and Hospitals Corporation, the Department of the Health and administrative costs).

The 2p02 budget increases by $131 million or 5.2 percent, from the 2001 forecast. The primary factors
contributing to the cost increases include; ‘

to reach this limit. In June 2000 there were 61,000 families that would have been affected by the time limit, but
through the Department’s efforts in providing employment opportunities and other services this number had
declined to 39,760 as of April 2001. In 2002 the Department will continue to reduce the number further through
targeted employment and assessment services that help families move to unsubsidized employment. Federal law
permits the exemptionpf Some cases from the time limit but the Department will provide services and assistance
to all families that could be impacted. In the event that there are families in this group remaining on Public
Assistance in December 2001, they will be eligible for the State Safety Net program. There will be no additional
costs incurred because of Federal rules that permit these costs to count towards the TANF maintenance of effort.

Medical Assistance

In 2002 the Department, in cooperation with the Federal Social Security Administration, will convert
individuals With work histories who were inappropriately placed in the Supplemental Security Income Program
(SSI) into the Social'Security Disability Insurance Program (SSDI). Savings of $3.5 million in 2002 will be
realized from conversion of these individuals to the 100% federally funded Medicare program from Medicaid.

' ' i
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reach 28,921 by June 2001, and is expected to grow by 7.1% to 30,986 by June 2002.itures for
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In addition to critical case management services, financial and medical benefits, housing, and other services.
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/ the Department’s support system includes the Work Opportunity Program, initiated in April 1998 through a contract
with Mobilizing Talents and Skills (MTS). This voluntary program affords clients the opportunity to enter or
return to the workforce, and to attain the highest level of self-reliance possible. Clients participate in vocational

1 rehabilitation activities, develop marketable skills, and find employment while retaining necessary support services
through a customized transitional benefits program. The program has served 814 individuals and made 162 job
placements since its inception. /

The Department provides a full range of
services to individuals with AIDS, as defined
by the Centers for Disease Control, or with
advanced HIV-illness, as defined by the New S §
York State AIDS Iiistitute. Client needs may w |
include Public Assistance, Medicaid, Food
Stamps, Supplemental Security Income (SSI) ®
and Social Security Disability Insurance
(SSDI), housing, home care, substance abuse,
mental health Counseling and treatment,
employment, vocational rehabilitation and

/ referrals to other social services in the^_
community. The caseload is projected to

The Department provides emergency transitional housing for formerly'homeless clients, permanent housing
for more stabilized clients' in congregate facilities and scattered-site apartments, and rent supplements for
individuals and families to maintain their own apartments. Transitional, congregate and scattered-site housing is
provided through contracts with community-based agencies that also provide case management services to clients.
The Department has operating contracts for 1,537 congregate supportive housing units and houses clients in
another: 97 units that are operated with non-City funds. An additional 801 units are in construction or design
Under the Department of Housing Preservation and Development and will come on line through 2003. The
Department operated 2,090 traditional scattered site units and also began the implementation of a new scattered
site housing model in 2001. Through the use of 19 performance-based contracts, the Department anticipates
placing over 2,000 additional clients in apartments by the end of 2001.

, The Department will complete the upgrade of its computer network to facilitate referrals, housing placements,
and case management services for all clients, FACTORS/Help Works software will link the Department with its
contracted vendors throughout the City. FACTORS/Help Works will allow the Department to connect clients
with available housing opportunities and services more effectively. '

Projection
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The Office of Domestic Violence and Emergency Intervention Services (ODVEIS)

i

136

NYC-WTC_000195632

The Office of Domestic Violence and Emergency Intervention Services is the Department’s planning and
coordinating arm for all major municipal emergencies. ODVEIS is responsible for providing food, clothing and
shelter in emergency situations.

The Office of Domestic Violence Services
j

ODVEIS supports contracted and directly operated programs for victims of domestic violence. Emergency
and transitional housing is provided in shelters, safe homes, safe dwellings, and Tier II shelters. All programs
provide a safe environment as well as counseling, advocacy, and refinal services. The Department will increase
its emergency shelter capacity by 172 beds by the end of 2001, and by an additional 170 beds in 2002, for a total
entiergency shelter capacity of 1,810 beds. The Department is, also working with the New York State Homeless
Housing and Assistance Program (HHAP) tp increase the number of domestic violence transitional shelter facilities.
Jhe Department currently supports 408 transitional, or Tier II, beds. ,

The Department also maintains contracts with 15 not-for-profit organizations to provide non-residential
services, including a telephone hotline, counseling, information and referral, advocacy, and community outreach
in all five boroughs. These programs provide specialized resources to victims of domestic violence, including
those for whom language and cultural barriers pose a difficulty in accessing assistance.

The Department will continue to enhance the range of services available to victims of domestic violence in
2002. Domestic Violence Liaison units in Job Centers will be expanded with staff that are trained to assess the
needs of domestic violence victims. The Domestic Violence units will also assist domestic violence victims with
specialized engagement plans that will include appropriate employment and support services to help participants
remain safe while developing skills to move toward self-reliance. An additional $287,443 provided in the
Exeputive Budget will support staff in ODVEIS to manage shelter information systems, to develop policies and
procedures, and to monitor training initiatives and, other special projects.

The Emergency Food Assistance Program (EFAP)

The Emergency Food Assistance Program (EFAP) supports distribution of food to the City’s network of food
pantries and soiip kitchens and coordinates nutrition education programs. In 2002 EFAP will purchase and
distribute more than 10 million pounds df food that will be delivered to over 630 food pantries and soup kitchens,
wl^ich will serve between 25 and 30 million meals.

Y I
Pifotective Services for Adults

Protective Services for Adults (PS A) supports crisis counseling, financial management, eviction prevention
Assistance, and referrals to other support services for adults. Each month PSA staff and contractors serve nearly
5,000 clients who are Unable to care for themselves due to physical or mental impairment and who are threatened
ivith neglect, abuse, or exploitation. In ah effort to reduce the incidence of elder abuse in 2001, PS A implemented
a pilot program ini Brooklyn that provides outreach, education, and linkages with the District Attorney’s Office.
In 2002, the Department anticipates expanding this initiative into the other boroughs. In addition, PSA has
implemented new contracts for an expanded Eviction Prevention Program and a new model of community-based
case management services designed for long-term clients. By the end of 2001, all PSA offices will be outfitted
with new computers, and in 2002 PSA will automate its case management and financial management systems to
strengthen accountability and improve the ability to manage cases.

’ ' ' ’ ' , ! ■
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Four Year Capital Strategy

I

$3,177
$8,746 $11,458 $21,199

Total

Highlights of the Department's Ten- Year Capital Strategy include:

• imaging projects to eliminate paper records and streamline Department operations ($18,8 million).
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The Department’s Ten-Year Capital Plan totals $222,1 million including $92.9 million for facilities
maintenance and improvement, $97.4 million for technology to streamline Department operations, and $30.1
million for the installation of telecommunications equipment to facilitate data transmission.

• continued development of Local and Wide Area Network systems in order to provide greater connectivity
among Department personnel, contract service providers and clients ($45.3 million).

• development of a special needs job center that will centralize services for participants with complex issues,
including disabilities and substance abuse ($7.3).

• reconstruction and furnishing of Job Center facilities that will provide the setting for integrated case
management services ($14.4 million).

I;

I

Capital Commitments
($000’s)
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$44,590 $53,416 $59,766 $85,945 $34,033 , $45,688 $8,947 $'14,137 $7,539 $11,749 $18,256 $30,411
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2000 2001 2002
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$38,647 $42,728 $37,557 $46,017 $30,089 $37,962
$4,267 $7,896 $|9,267 $34,313 $2,928 $6,069
$1,675 $2,792 $2,788 $5,461 $928 .'$1,547
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ADMINISTRATION FOR CHILDREN’S SERVICES
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Expense Budget Highlights

Budgetary Priorities: Providing Core Services

ACS’ move into the newly constructed Children’s Center by the end of 2001 will consolidate services
currently provided at three separate locations. The facility will house emergency and placement services
for children removed from their homes due to abuse or neglect, as well as the Agency’s child welfare
training and research institute. (

I
I
i
I
I

J'

• an increase of $23.8 million in total funds will support adoption subsidy cost-of-living increases for children
living in adoptive homes.

• an increase of $625,000 in 2002 and $3.0 million in 2003 in total funds will enhance medical program
serviceSi providing medical, mental health, and substance abuse assessment services to children in

The Administration for Children’s Services’ (ACS) administers a broad range of programs with the primary
mission of protecting and advancing the interests of children. The Agency investigates allegations of child abuse
and neglect, provides preventive services to families and children, and when necessary provides foster care or
adoption services for children who cannot safely reniain in their homes. ACS provides early childhood education
through the Head Start program and subsidized childcare programs for eligible families. The Agency also provides
assistance with establishment, enforcement and collection of child support.

A cornerstone of ACS’s Reform Plan, issued in December 1996, was the implementation of Neighborhood-
Basod Services (NBS). Under this program, children entering foster care are placed in their own neighborhoods
maintaining ties to family, friends and schools. NBS promotes permanency by providing preventive services and
other supports in the community. In 2002, ACS will continue with implementation of NBS by working to establish
child welfare networks in each community, district to ensure that neighborhood resources are utilized to address
community-specific child welfare needs. In 2002, ACS will review its agency-wide strategic plan, mapping out
ititegrated goals, outcomes and initiatives for all children’s services, including Head Start, Child Care, Child

The Agency’s 2002 Executive Budget provides for Operating expenses of $2.4 billion, $714 million of which
are City funds. This is a $62 million increase over the amount forecast for 2001.

( • an increase of $3.rmillion in total funds will support a foster parent recruitment campaign in 2002. This
i) funding will allow for a media campaign and for babysitting stipends for foster parents.

> i L
• an additional $5.3 million in total funds will support specialized programs providing services to severely

mentally and physically handicapped children in residential settings.

• completion of Renovations at the Crossroad Residence in the Baychester section of the Bronx will provide
a state of the art facility for children in direct-run congregate foster care. The eight-acre campus will

' provide spaces for vocational training programs, an athletic center and sports fields for an intramural
athletic league, apd a location for programmatic graduation ceremonies and recreational events.

Restructuring and Streamlining
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• in 2002 the Agency will continue its information technology initiatives, including document imaging
projects, a health information profiling system, an integrated case management system, and a legal tracking
system. These initiatives will enhance Agency efficiency by automating record keeping and reducing
duplicative paperwork and manual processing.

• the Agency will continue to move forward with the Safe and Timely Adoption and Reunification (STAR)
Program. This program enables foster care providers who reduce children’s length of stay in care to invest
the savings in additional services to improve outcomes for children and families.
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Protective Services for Children investigates allegation? of child abuse and neglect and is responsible for
monitoring children and families until it is determined whether the children may remain safely in their homes, or
must be placed in foster care. The Executive Budget projects that ACS will investigate an average of approximately
53,165 reports of Child abuse or neglect in 2001. The number of reports is expected to remain level in 2002.

ACS works collaboratively with other City agencies, including the Department Of Probation, Department of
Mental Health, Health and Hospital Corporation, Department of Housing Preservation and Development, and the

j New York City Housing Authority to address the broad range of issues facing families receiving preventive
services. ACS has also initiated the Family Violence Prevention Program to provide preventive service agencies

J with on-going training and education in assessing and serving families with domestic violence issues.

I
J;

Preventive services assist families in crisis or at risk of foster care placement. The Agency provides a variety
of both direct and contracted preventive services designed to prevent foster care placement or reduce the time
that children spend in foster care. The Agency provides intensive services through its direct Family Preservation
Program to an average of 246 families per month. In addition, 9,153 general preventive and Family Rehabilitation
Program (FRP) slots are provided through contracted providers. In 2002, the number of preventive slots is
anticipated to increase to 11,090, including 1,150 FRP slots, which provide intensive services for families with
substance abuse issues. Services also include contracts with community-based agencies to provide homemaking
services and the housing subsidy program, which provides time-limited rental assistance to families and youth
leaving foster care.

In order to improve outcomes for children and families, protective Services has implemented 72-Hour Child
Safety Conferences to bring together caseworkers, parents, relatives and service providers to ensure that service
and placement decisions are fully informed by everyone involved in the child’s life. ACS has also implemented
3O'day Family Permanency Conferences to monitor the progress of children and families, with the goal of
expediting permanency for children. \ '

i' '■ ■ ■ ! ‘ ' f

By the end of 2001 ACS will have moved its central child protective and placement units into the new
Children’s Center on the Bellevue campus. Emergency Children’s Services, Pre-placement, Placement and
Evaluation and the Teen Center will all be located in a state-of-the art, child friendly setting that'was designed to
minimize disruption and trauma for children entering the child welfare system.

/ ' \
Preventive Servicesfor Children and Families 1
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Foster Care

AVERAGE FOSTER CARE CASELOAD: 1991-2001
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ACS provides foster care services through contracted (voluntary) agencies or through ACS directly run
programs. Placements in foster boarding homes, congregate settings, or specialized residential care facilities are
provided on a temporary basis until children can be reunified with their families. If reunification is not an option,
children receive services that will lead to adoption or development of independent living skills.
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The Special Child Welfare Advisory Panel, consisting of nationally respected experts in child welfare, issued
a report in December of calendar year 2000 praising ACS for its “remarkable progress” in reforming the child
welfare system in New York City. The panel commended ACS for the decrease in the number of children placed
in foster care between 1998 and 2000. The foster care caseload is now at its lowest point since 1998, with 31,009
children in foster care as of November 2000. This is a 25% decrease from November 1997, when there were
40,863 children in foster care. Fewer removals, reunification of children with their families and a record number
of adoptions over the past five years have contributed to the decrease in the foster care population.

ACS continues its initiatives to enhance foster care service delivery as/outlined in the 1996 Reform Plan.
Neighborhood-based provider networks, reinvestment in services through the STAR Program and comprehensive
evaluation of provider performance will promote improved permanency outcomes for children removed from
their homes. The Agency has launched a foster parent recruitment drive with the goal of recruiting an additional
3,500 foster parents from all income levels. The Office of Parent Recruitment and Expedited Permanency (PREP)
was established to oversee foster and adoptive home recruitment. The goals of PREP are to build upon
neighborhood-based services by recruiting foster parents in high need communities, recruiting homes for children
with special needs, increasing the proportion of working foster families and better retaining both the current and
newly-recruited foster families.

—!--

; 4 30

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001*
* Projected
Note: Beginning in 1996jhe number of children in contract care is calculated

using number of care-days rather than reported census.
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Agency for Child Development

to serve over 6'^,000 children by the end of 2002.
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The Agency for Child Development (ACD) promotes the safe and healthy development of children and the
self-sufficiency of working families, by providing ah array of quality subsidized child care options. Contracted
services are provided in group child care centers and family child care homes. ACD also distributes vouchers,
which enable parents to choose their own child care settings and providers. Subsidized child care is available to
public assistance recipients who are employed or engaged in work activities, low-income working families, and
families receiving child welfare services. In February 2001, ACD served nearly 57,000 children and is projected

/I

\\

The goal of ACS’s adoption services is to provide stable and nurturing permanent homes to children who
cannot be reunited with their biological families. Emphasis on finalizing adoptions for the many children who
were already legally freed and eligible for adoption has resulted in a record-setting number of adoptions over the
past five years. The Agency’s adoption recruitment efforts, including the adoption hotline, the award winning
Wednesday’s Child series, and the recently created New York City Family Album have contributed to a 54%
increase in annual adoptions, from 2,312 in 1994 to 3,150 in 2000. ACS has a goal of completing an additional
3,500 adoptions in 2001 and in 2002. -

The federally funded Head Start program provides early childhood education and development services to
low-income three tod four-year old children. The program is designed to better prepare children for starting
/school by working with the entire family to support children’s learning and development. In December 2000,
there were 18,971 children enrolled in the Head Start Program and ACS projects funding over 20,000 slots during
2002. In addition, the agency is piloting a 60 slot Early Head Start program to provide services to infants, toddlers
and pregnant women.

In 2002, Citywide funding for Child care services will rise to an unprecedented $697 million dollars, an
increase of $61 million over the 2001 forecast. This increase in funding reflects the centrality of subsidized child
care services to the full engagement of families receiving public assistance and to the continued support of safe,
stable tod self-sufficient families. This funding will enable both ACD and the Departtnent of Social Services’
Family Independence Administration tb continue expansion and improvement of services begun in 2001,

In September 2000, ACS convened a committee to develop recommendations for a child care reform plan to
epsure the availability of /quality care. Through an extensive planning process involving ACS staff, child care
providers, privtpe funderstod representatives of several other City agencies the committee will produce a set of
principles, goals and recommendations to enhance and expand child care services for New York City’s children.
During 2002, ACS will continue its collaborative work to incorporate these recommendations into its planning

I
ii
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Office of Child Support Enforcement

CHILD SUPPORT COLLECTIONS
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The Department’s Tern Year Capital Strategy totals $238.0 million including $43.1 million for renovation of
congregate foster care facilities, $74.7 million for construction and renovation of child care facilities, $35.2 million
for renovation and furnishing of ACS offices, and $84.9 million for technology and telecommunications to
streamline agency operations.

The Office of Child Support Enforcement (OCSE) ensures that non-custodial parents provide financial support
for their children. Services provided on behalf of both public and non-public assistance families include
establishment of paternity and support obligations, collection, accounting, and disbursement of support payments
and the enforcement of court ordered support obligations. In 2001, it is projected that OCSE will collect a total
of $ 100 million in child support for public assistance families and $350 million on behalf of non-public assistance
families. In 2002, OCSE projects collection of $500 million, including $95 million for public assistance clients
and $405 million for non-public assistance clients. The non-publiC assistance targets are significantly higher than
in past years due to the large number of public assistance families who have achieved self-sufficiency.

The Agency has implemented several additional enforcement actions to improve support collection, including
suspension of delinquent parents’ driver’s licenses and business permits. In 2001, OCSE expanded a successful
pilot program providing mandatory employment services to parents who fail to pay child support. This program

/ is operated in conjunction with the Department of Social Services’ welfare-tq-work initiatives.
/

1
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Highlights of the Ten-Year Capital Strategy

• renovation and expansion of the Jefferson Group Home for adolescent foster children ($2.6 million)

• code compliance at various group homes operated by ACS ($1.5 million)

J
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• construction of the Williamsburg Day Care Center in Brooklyn ($5.7 million), the Seabury Day Center in
the Bronx ($2.8 million), arid the Washington Heights Day Care Center ($5 million).I jll

I'fl
• additional funds for capital work related to initiatives to expand and improve child care services ($25

million).

II

i

Note: Funds for ACS capital projects prior to 2001 are included in the Department of Social Services capital
i plan. / /' I ' ' ' i !

iH

Capital Commitments
($000’s)

• developmerit of the Integrated Case Management System, a single case data entry system. ($7.4 million).

• development of a legal tracking system to automate tracking of legal actions involving abused and neglected
children ($2.5 pillion).

• implementation of a document imaging project for paperless retention and management of required
financial and child welfare information ($1.6 million). ,

. 2000 1 2001 2002 2003 2004 2005
Actual; Plan Plan Plan Plan Plan

City ; AU city An~ cig^ AU citsT AU Oty All Au”
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds

’ $o ; $0 $12,185 $12,185 $3,072 $3,278 $2,667 2,667 $2,167 52,167 $5,000 $5,000
$0' $0 $7,008 $7,008 $23,439 $23,485 $10,000 $10,000 $3,075 $3,075 8,120 8,120
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$6 $0 $8,228 $12,521 $13,572 $18,586 $7,955 $9,312 $6,530 $9,237 $8,405 $11,172

$0 $34,256 $46,365 $46,339 $53,052 $24,042 $27,795 $14,990 $18,552 $21,525 $25,292
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The Department of Homeless Services (DHS) provides temporary housing and services to homeless families
and single adults and facilitates placement into permanent housing. In 2002, DHS will continue its commitment
to providing quality services that enable homeless adults and families to attain self-sufficiency and return to
independent living. ; ;

Budgetary Priorities: Providing Core Services !

• an additional $29 million in total funds in 2002 and $51 million in 2003 will enable the Department to
increase capacity in transitional housing for families.

• in 2002 the Department will continue the incentive payment program that rewards providers for achieving
excellence in areas including long-term placements outside of the DHS system, reducing clients’ return
to the DHS system, and achieving employmeht placements.

The Depanmerit’s 2002 Executive Budget provides for operating expenses of $491 million, of which $215
million are City funds. f

• in 2002 DHS will continue its efforts to contract out directly operated facilities to not-for-profit providers.
'' The Department will begin the process of phasing out the 850-bed 30th Street Men’s Shelter with smaller

) • an increase of $290,704 in total funds will support the creation of a Correctional Review Unit (CRU) to
screen and process referrals to DHS of mentally ill homeless adults released from jail. The CRU will
conduct assessments to ensure that clients are appropriately placed in accordance with their clinical and
mental health needs.

' 1

(

2005
Plan

AlP
Is Funds
30 $5,000
20 8,120
to $1,000
35 $11,172

• in 2002 the Department' will complete development of its client tracking system and will continue to
increase efficiency through the use of new and improved technology, including systeins linking contractors
to DriS for reporting and payment processes. '

Expense Budget Highlights
' / ■ ( 'I

, The Department’s mission is to provide services for eligible homeless families and individuals in a safe,
, supportive environment, and to deliver services through a continuum of care in which clients assume responsibility

for achieving the goal of independent living. i



NYC 9/11 Public Portal Document

I nc rca.se/(5ecrMse)
2001

Forecast

$467

B,627
$14,094

$214,880 $497 $3,851

134,269 157,101 (9,586) 2,177

l,68iZ 1,567 (133) 8

3 3 3
15

Total 1,697 1,570 (130) 11

I

Prjogrammatic Review

I Homeless Individuals

146 I
ll

NYC-WTC_000195642

10,976
108,023

10,572
(1,885)

2000
Actual

10,976
(2,910)

2001
Forecast

1,853
($402)

2002
Preliminary

Budget

Expenditures ,
Personal Service . J ..
Other Than ..

Personal Service ,,..
Total............... L..

Funding 'i
t2ity ....... . ....... . . ... . .

/Other Categorical Grants
CapitalIFA ..........
State ............................
Federal

• JTPA .......................
• CD .........................
• Other .j...

Intr^-City Other....... . .
Totil .. 1......... ............

Personnel (at fiscal year-end)
City ............................
Non-City

• JTPA....... i.......... .
• CD .........................
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, The Department provides a continuum of services to homeless individuals. These services include street
outreach and drop-in centers for the hardest to serve, general and specialized transitional facilities, and supportive
housing. In 2002, DHS will continue to improve and expand programs and services that provide homeless
ihdividuals with substance abuse and mental health treatment and help them secure and retain private sector
employment. By the end of 2001,79 percent of all adult transitional beds will offer assessment or program services.

Summary of Agency Financial Data
(SOOO’s)

I
{/•

Hi

L

DHS also provides permanent housing assistance, including referral to supportive Single Room Occupancy
(SRO) units operated by a network of not-for-profit providers. In 2001, the Rental Assistance Program (RAP),
which will provide time-limited tent subsidies to employed, homeless individuals, began operations. RAP provides
supportive services, including employment, job development, and life skills training, and rental subsidies that
decrease gradually as participants become increasingly self-sufficient. When fully implemented, RAP will enable
approximately 391 homeless individuals to locate and retain permanent housing through the private market.

■ ■■ ■ i ■ , H

' ' ' I H

$196,772 > $214,383 $211;b29

($402) $14,094

404 —
109,908- 110,933

$433,483 $491,382 $476,886 $490,980

________ 2002__________
Preliminary Executive

Budget Budget

166,687 154,924

1,700 1,559

344,905 399,106 387,332 400,959
$433,483 $491,382 $476,886 ’$490,980
a=s5=i==s=ss ^==ssss:=z=3 ================ ======

$88,578 $92,276 $89,554 $90,021 ($2,255)
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In 2002, the assessment process for both men and women entering the DHS system will be enhanced with
additional medical services staff and the inclusion of mental health reviews. This will better allow the Department
to address the immediate needs of clients, especially the most fragile individuals, and will help ensure the most
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irket.
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200^
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In 2002, the cost of serving homeless individuals will be $221.9 million, of which $129.6 million are City
funds.

The Department also provides outreach services, both directly and through contract, and supports drop-in
centers, operated by; not-for-profit organizations. Outreach teams identify and engage a diverse population of
homeless individuals living in public spaces such as streets, parks, terminals, transportation facilities, and
encampments, and liiik them with services that will eventually enable them to move into protective settings like
transitional or permanent housing. Nine drop-in centers (including one supported entirely by non-City funds)
provide counseling, crisis intervention, meals, clothing and referrals to a variety of support services to an average
of 1,000 individuals daily.

■
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The cost of housing homeless families in 2002 will be $269.1 minion, of which $85.2 million are City funds.
f " ;" .48

II
11

Homeless Families
i

The Department provides services to homeless families through a network of transitional housing facilities.
Transitional housing provides families with stable living situations and supportive social services designed to
lead to self-sufficiency. Access to permanent housing and follow-up services are also provided to assist families
in maintaining independence. In 2002 DHS will increase the number of transitional housing units with $ 11 million
in City funds and $29 million in total funds to keep pace with capacity needs.

The Family Rental Assistance Program (FRAP), which began operations in 2001, will provide time-limited
rent subsidies and support services to employed, homeless families. The subsidies will decrease gradually as
participants becothe increasingly self-sufficient. When fully operational, FRAP will enable approximately 108
homeless families to locate and retain permanent housing through the private market.

DHS will continue efforts to increase the number of units of permanent housing available to families in DHS
shelters. An increase in the EARP bonus paid to landlords who rent apartments to families coming out of shelters
was widely advertised in 2001 and the Department hopes to maximize the use of Federal Section 8 vouchers
through this initiative, In 2002 DHS will continue to work with the Department of Social Services to develop
additional programs and incentives to increase the number of permanent housing units for homeless families.

Special events and programs for clients and children in transitional housing expanded significantly in 2001
and are expected to continue in 2002. Programs include after-school computer workshops sponsored by New
York Life Insurance Company, demonstrations of African American dances sponsored by the Brooklyn Children’s
Museum and Carnegie Hall, and college basketball tournaments at Madison Square Garden, among others.

* 2001 & 2002 Projected
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Highlights of the Department’s Ten Year Capital Strategy include;
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• building upgrade and repairs at adult and family facilities, including $7.0 million at 68 Lexington Avenue,
$1.7 million at Dean Street, $1.0 million at Jamaica Assessment Center, $1.0 million at Linden, $1.5

• upgrade of the DHS computer network system, including an integrated client tracking system with
enhanced client and shelter information reporting, and computerization of the Rehousing Unit, which
tracks and locates permanent housing for homeless families ($1.8 million).

The Department’s Ten Year Capital Strategy totals $322.3 million. Funding for facilities for homeless families
totals $62.5 million; $248.5 million has been allocated for facilities for single adults, including Single Room
Occupancy (SRO) penhanent residences; and $11.2 million has been allocated for computer network upgrade
and creation of a client tracking system;

• fire'safety projects at various sites, including work at Jamaica Armory, Franklin Armory, Charles Gay,
Park Slope Armory and Saratoga ($5.3 million).

)HS
Iters
hers
elop
!S.

• upgrades of existing SRO’s, including projects at Veterans, Commonwealth, Miracle Makers and Mount
Eden ($3 million). '

Capital Commitments
($000’s) ;

• $25;3 million for exterior repairs to various facilities. The intent of this program, initiated in July 1998,
is to provide building envelope stabilization and restoration for all Department of Homeless Services
owned facilities throughout the City. The work includes sidewalk bridges; demolition; repair/replacement
of masonry, metals, windows, roofing; and associated plumbing.

• code and regulation compliance at Camp Laguardia ($3.8 million) and Catherine Street/Life ($3.1 million)

; • development of a new adult facility on the Willow Avenue site to replace the existing building ($10.4
million).

I

i
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Expense Budget Highlights ।

Budgetary Priorities: Providing Core Services

• an additional $1,9 million will support expansion and reorganization of the Elderly Crime Victims
Program to proyide crime prevention, elder abuse services and crime victim’s assistance services
throughout the five boroughs. (

The Department for the Aging (DFTA) administers a wide range of programs that enable senior citizens to
maintain independence and improve their quality of life. Services include congregate and home-delivered meals,
home care, employment counseling and placement, assistance for crime victims, social and legal services,
transportation, and information and referral services. The Department also advocates for the City’s elderly through
legislative activity and public policy initiatives.

FinancialReview

• in 2002 the Department will fully implement the weekend meals program, which began in 2001 and
provides nutritious take-home meals to 12,500 seniors for Saturdays or Sundays.

Restructuring and Streamlining

• in 2002 the Department will streamline administrative operations through the use of imaging technology
to store application records and development of a new contract management system that will link payments
to contractor performance. V

• program services will be enhanced by the migration of the Provider Data System (PDS) and the Uniform
benefits Assessment System (Uni-form) to a web based platform and expanded availability of Uni-form,
^hich allows seniors to complete a single, simplified application for various entitlement benefits.

v

I

I

150 (

I... -
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The Department’s 2002 Executive Budget provides for operating expenses of $230.5 million, of which $ 166.1
million dre City funds.
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In 2002, DFTA will continue to provide services to elderly New Yorkers through a network of 340 senior
centers, which serve over 165,000 of the City’s elderly. The Department will also provide congregate and home-
delivered meals to seniors throughout the five boroughs. Over four and one half million home-delivered meals
(including oyer one million on weekends and holidays) and over nine million congregate meals will be served.

The Departhient manages a number of additional programs that assist elderly New Yorkers including
/ homemaking, housekeeping and social adult day care services for homebound and frail seniors and case

management and transportation services to meet special and recurring needs. The Department supports funding
for 28 NORC’s (Naturally Occurring Retirement Communities), which provide on-site services in complexes
with large numbers of elderly residents. Seniors are also engaged in activities with younger New Yorkers through
the Department’s Foster Grandparent and Intergenerational programs.

i• f

The Department’s Senior Citizen Rent Increase Exemption Program (SCRIE) subsidizes the annual rent
increases of over 45,000 elderly households through property tax abatements to the owners of more than 27,000
buildings participating in the program. In an ongoing effort to inform the public, the Department has distributed
over 200,000 copies of “Your Guide to the Senior Citizen Rent Increase Exemption (SCRIE) Program” to tenants,
building owners, elected officials, and community-based service organizations.
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Ten Year Capital Strategy

Highlights of the; Department’s Ten-Year Capital Strategy include:

• renovations of senior centers citywide ($30.3 million).;

• conversion of PDS and Uni-form to a web based platform ($2.0 million).

ING
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The Department’s Ten-Year Capital Plan totals $43.9 million. Capital projects include the rehabilitation of
facilities that provide services to the elderly, technology projects to improve operations and the enhancement of
a computerized network to assist seniors to apply for entitlement and benefit programs directly at local senior
centers. !

All
Funds

"SbOOQ
$2,943
$3,943

I senior
home-

1 meals
erved.

• development of a Grants Management computer system to support performance-based contract
monitoring and grant-related reporting requirements ($2.2 million);

• support for computer systems projects including the Provider Data System (PDS) and Uni-form Benefits
Assessment System. These systems will streamline the application and certification process for senior
citizen entitlement benefits. In addition, the system will provide the Department with a reliable client
database ($2.8 million). ' '

Capital Commitments
($000’s)
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The Department of Health (DOH) promotes and protects the health and quality of life of New York City
residents by enforcing compliance with the City Health Code and operating a broad range of public health services.
These include disease monitoring, control, and prevention, as well as health education, environmental health,
infant mortality reduction, early intervention,, and child health. In addition, the Department’s Health Access
Division is responsible,for overseeing the implementation of mandatory Medicaid managed care in New York
City through the monitoring and enforcement of contracts with managed care plans.

• an increase of $15.5 million for a new contract to provide correctional health services to inmates on
Rikers Island.

The Department of Health generates revenue from licenses, permits, inspections and service fees, and fines
for violations of the New York City Health Code. The Department will generate $35.8 million in 2002.

Ij
• I!

The Department bf Health’s 2002 Executive Budget provides for $916.2 million, which is $27.7 million less
than the 2001 forecast. Additional funds of approximately $72 million will be modified during the fiscal year
when Federal and State award notifications are received. /
/ I ' ;

Revenue Forecast

ih!

(

• an increase of $2 million to fund two major research studies on the impact of drug regimen compliance
on heart disease and treatment options for men at risk for prostate cancer.

• an increase of $1.3 million to enhance the Comprehensive Arthropod-Borne Disease Surveillance and
Control Program. ;

• an increase of $558,000 to complete the evaluation phase of the Asthma Symptom Management and
i Referral Treatment demonstration project.

/i '! / ■ ' ■
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In 2002, the Department will intensify its efforts to reduce mosquito-bome diseases in New York City. This
will be accomplished by implementing enhanced mosquito-borne disease surveillance and control activities,
including: (1) intensive surveillance systems to detect mosquito-bome disease in mosquitoes, birds and mammals,
and humans; (2) identification, reduction, and elimination of mosquito breeding grounds to reduce mosquito
populations; (3) aggressive larvieiding efforts to prevent the emergence of adult .mosquitoes; (4) judicious use of
adulticides when necessary; (5) evaluation of surveillance and control efforts, including the efficacy of pesticides;
(6) continuing assessment of the effects of pesticide on the environment, including potential adverse effects on
humaiis; (7) public education to enhance community awareness about the risks for mosquito-borne disease; and
(8) professional education for health care providers. These activities will be partially supported by the Federal
Centers for Disease Control and Prevention and the New York State Department of Health. The Department,
under Section 11.03 of the Health Code, will require health care providers, laboratories, and others to report cases
of arboviral diseases diagnosed or identified in New York City,

Yhe Department, consisteiit with Federal initiatives to eliminate tuberculosis in the nation, will continue its
efforts to further reduce the incidence of tuberculosis in New York City. While the number of tuberculosis cases
continues to go down - tuberculosis cases decreased by 55 percent between 1994 and 2000 - the program will
increase its efforts to reach minority communities where significant numbers of the new tuberculosis cases are

i ' ' J

The mission of the Department of Health is to protect and promote the health of the public through monitoring,
prevention, and control activities for individuals, families, and communities in New York City. The Department
prevents epidemics and the spread of diseases such as HIV/AIDS, sexually transmitted diseases (STD), and
tuberculosis; protects against environmental hazards; prevents unintentional injuries; promotes and encourages
healthy behaviors; responds to disasters and assists communities in recovery; and ensures the accessibility of health
services. !

In 2002, the Department will continue its efforts to mobilize community partnerships to identify and solve
health problems and to develop policies and plans that support individual and community health efforts.

The Department continues to expand the Childhood Asthma Initiative, which is now in its fourth year and is
quickly becoming a national intervention model for urban settings. The initiative supports Citywide educational
programs in high-risk neighborhoods; as well as surveillance and evaluation activities.

' ' J . ; ■

The Department is piloting the Asthma Symptom Management and Referral Treatment (SMART) program
serving asthmatic children in East Harlem. This program identifies and shares critical asthma events, such as
visits to school nurses or emergency robins, with those who are involved in the management of the child’s asthma
in prder to prevent the progression of symptoms and avert subsequent emergency room visits and hospitalizations.
Fbllow-up care'involves the mobilization of the child’s “asthma team,’’ which includes the child’s primary care
dqctor and a community health outreach worker. The program, which began in the fall of 2000, will serve
approximately 400 families in the coming year.

In 2001, the Department launched the Child Health Initiative, a program involving both Citywide and
community-based efforts. The initiative, which will continue in 2002, aims to reduce childhood morbidity through
a coordinated, integrated response to lead poisoning, asthma, vaccine-preventable diseases, and conditions
affecting children; /
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being identified. The Department is planning for 140,200 tuberculosis visits in 2002 and will ensure that 90 percent
of drug-sensitive patients and 80 percent of harder-to-reach, multiple drug-resistant patients complete treatment.
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The Department, in its continuing efforts to control AIDS and HIV infection, will enhance health education
and risk reduction services for young minority men who have sex with men (MSM) in 2002. Recent surveys
conducted by the Department and others show an alarming increase in the proportion of young minority MSM
recently infected with HIV. The number of deaths from AIDS in New York City decreased by more than 70
percent between 1994 and 2000, with a concomitant increase in the number of people living with AIDS to
approximately 45,000. ; '

and solve
Is. /

The Department also noted an increase in syphilis among MSM in late 1998 and 1999 and will mount an
aggressive campaign to control syphilis in MSM in 2002 as part of its syphilis elimination program. This initiative,

' which is designed to enhance awareness about syphilis, promote safer sex practices, and encourage screening for
syphilis and other sexually transmitted diseases, will include a multi-media campaign and public and provider

/ education.

I

\

In 2002, the Departmeiit will enhance its focus on reducing disparities in healthcare in minority communities.
These efforts will be coordinated through the newly organized Office of Minority, Immigrant, and Refugee Health.
Working with other programs in the Department, the Office will address: (1) the high prevalence of HIV and
sexually ,transmitted diseases; (2) high infant mortality rates; (3) high mortality rates secondary to malignancies;

157 J

In 2002, the Department will continue its efforts to enforce the State law requiring providers to report HIV-
infected individuals, including their partners, and will offer HIV counseling and testing to those who are potentially
at risk for HIV infection. As a provider of clinical services, the Department itself will continue to report HIV-
infected clients who tested confidentially to the New York State Department of Health and will provide partner
nbtificafion, counseling, and testing services to providers in the community upon referral of their clients for such
services. The Department expects 50,000 visits to its testing sites requiring confidential counseling, testing, and
partner notification.

From March 2001 to February 2002, the Department, with guidance from the,HIV Health and Human Services
Planning Council, will monitor the disbursement of $119 million in Title I Ryan White Comprehensive AIDS
Resource Enaergency (CARE) funds.

Between 1995 and 2000, the number of new lead cases reported for New York City children dropped by 53
percent. In 2002, the Department will continue to work toward reducing the burden of lead poisoning in
communities by: (1) conducting outreach and education; (2) providing medical case management for children
reported as lead poisoned; (3) inspecting dwelling units where lead poisoned children .spend significant time; and
(4) assuring! compliance of abatement through follow-up inspections. The Department will also expand its
surveillance activities for lead by requiring laboratory tests analyzed in physician offices to be reported directly

I to the Department.
'i' ’

The Department recently launched the Hepatitis B immunization campaign in participating schools and will
continue these activities through 2002. These activities, aimed at providing Hepatitis B immunization to children

I in the seventh grade who are now required to receive the vaccine as a condition for enrollment, include actively
immunizing children against Hepatitis B in participating schools. Through walk-in immunization clinics and
collaboration with public and private partners, the Department provides all other vaccines fpr children who need
them. In 2002, the Department maintained its goal of having 100 percent of all public and private hospitals reporting

( to the Citywide immunization registry and ensuring that providers track their patiehts’ immunization histories.
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(4) increased health complications of diabetes; (5) increased complications of cardiovascular disease; and (6) low
immunization rates Tor influenza and pneumonia. The Office will also seek active participation of health care
providers, community-based groups, and other entities, including faith-based organizations, in promoting health
in minority communities.

Ip 2002, the Department, in partnership with the HHC, will launch an initiative to enhance knowledge about
prostate cancer among minorities, promote screening, and provide management and referral to those in need of
additional services. Other partners in this initiative will include academic medical centers engaged in various
clinical trials for new treatment regimens for advance prostate cancer.

The Department provides public health services in all public and selected nonpublic elementary and
intermediate schools. These services include a comprehensive review of the child’s medical condition, with
special emphasis on conditions that may impair daily school activities, attending to emergencies, provision of
medication and management of potentially handicapping conditions, vision and hearing screening, case
management, and follow-up. The Department anticipates providing 4,000 new admission exams in 2002 and
refening the majority of new school entrants to primary health care providers who will provide ongoing direct
health care. The school health program will actively identify children in need of health insurance and refer or
enroll them into Child Health Plus.

In 2002, the Department will increase its multi-media campaign against tobacco use and will widely publicize
its toll-free “QuitLine.” This telephone line provide.s assistance and referral to services for smokers who wish
to stop smoking. The Department will also continue to work with selected facilitie.s at the Health and Hospitals
Corporation (HHC) in promoting smoking cessation in the community by offering smoking cessation services.
In collaboration with the Department of Consumer Affairs, the Department will intensify its effort.s to prevent the
sale of tobacco products to minors.

The Department will continue to administer the Early Intervention Program in partnership with the Department
of Mental Health, Mental Retardation, and Alcoholism Services and HHC. This program is designed to: (1) create
an efficient system for the early identification and referral of infants and toddlers under the age of three with
developmental delays; (2) reduce the duplication of services; (3) provide more timely and efficient evaluation of
young children; and (4) provide comprehensive services in a more natural setting for each child. Due to greater
public awareness of the Early Intervention Program, children are being identified and referred to the program in
larger numbers. As a result, the developmental potential of infants and toddlers is maximized. Since its inception
in 1993, oyer 67,000 children have been referred to the Early Intervention Program. It is anticipated that
approximately 15,500 additional children will be referred to the program in 2002.

st
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The Department will continue its efforts to reduce the infant mortality rate, which fell to a record low of 6.8
deaths per 1,000 live births in 1998. However, infant mortality remains unacceptably high in certain neighborhood.s
in the City. In 2002, the Department will launch a comprehensive program to reduce infant mortality in selected
neighborhoods. This initiative, which will focus on early identification of conditions that may lead to poor
outcomes of pregnancy, will facilitate access to vital services for women and linkages to these services within
the community. The Department anticipates providing 33,000 callers to the Women’s Healthline with information
about woman and infant health care and arranging. 1,800 prenatal care appointments within three weeks of a
pregnant woman’s initial contact with the Departrrient. The Department will also provide case management
services tO 1,410 high-risk pregnant women and infants.

The Department will ensure the provision of preventive services to children under the age of 18 through a
contract with HHC. HHC plans to provide 163,000 child health clinic visits during 2002.

1
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; In 2002, the Department plans to conduct 23,600 initial restaurant inspeptions. The Department will continue
to conduct inspections of food service establishments in the evenings and on weekends, enabling the Department
to enforce the Smoke-Free Air Act and to maintain a consistent presence in establishments that operate during
nbntraditional business hours. The results of the Department’s restaurant inspections will continue to be accessible
by the public through NYC Link.

In 2002, the Department will continue its efforts to meet the increased needs of the Universal Pre-Kindergarten
Program, which mandates that all four-year-old children in New York State have the opportunity to access pre­
kindergarten services. The Department expects to issue an additional 1,000 group day care permits and to maintain
contacts with a total of 19,720 day care facilities. With funding from the State, the Department will increase the
sample of family day care and group family day care facilities that it inspects from 10 percent to 20 percent in
calendar year 2001. ; !

The Department is prepared to respond 24 hours a day to radiological, chemical, hazardous material, and
food-borne illness.emergencies. ; ;
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In 2002, the Department will continue to implement the Enhanced Pest Control Program, which identifies
strategic geographic areas with rodent, problems and develops customized plans to address rodent infestation.
These areas are identified through complaints from citizens, elected officials, and community boards, or by the
Department based on the results of inspections and/or information about known chronic problem areas. Site­
specific plans' are developed and implemented within an appropriate time frame after the identification of critical
geographic areas. In 2002, the Department anticipates making 16,000 inspections in response to complaints.

The Division of Health Care Access oversees New York City’s Medicaid managed care program in conjunction
, with the New York City Human Resources Administration and the New York State Department of Health.

Mandatory enrollment of Medicaid clients began in August 1999 into the Phase 1 neighborhoods of South
I Brooklyn, Southern Manhattan, and Staten Island. Mandatory enrollment in the Phase 2 neighborhoods of
! Northern Bronx and Northeast and Central Queens will begin in early spring 2001. The Department will continue

, to execute contracts and contract amendments with Medicaid managed care plans and enforce the terras and
conditions of managed care contracts. The Department will work with the State Department of Health and the
New York State AIDS Institute to develop HIV Special Needs Plans (SNPs) for Medicaid recipients with
HIV/AIDS. Enrollment into HIV SNPs is expected to begin in 2001.

In 2002, with support from the New York State Department of Health, the Department will enhance its drinking
water monitoring program to ensure the safety of the drinking water supply.-' This enhancement will include
intensive oversight of the New York City Department of,Environmental Protection’s water main replacement
activities, plans for modifications of plant operations, biological and heavy metal monitoring programs, and cross-
connection control activities. The Department will also enhance its monitoring for bacterial pathogens in drinking
water at consumer access points.

The Department has also been working toward reducing barriers to health insurance coverage. The HealthPass
program, which began in 2000 and is administered by the New York Health Purchasing Alliance, will continue
in 2002 and will enable businesses with 50 or fewer employees to offer their staff a choice of health insurance
plans and benefit options.

j This division is responsible for developing, implementing, and monitoring various initiatives for expanding
: the availability of critical health services.
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In addition, the Division of Health Gare Access has been involved with the administration’s HealthStat
initiative to identify and enroll uninsured New Yorkers into health insurance. Through the newly created Health
Insurance Services Unit, the Department is involved in the following activities: (1) outreach and referral - programs
in the Department provide outreach to communities and make referrals for facilitated enrollment; (2) facilitated
enrollment - trained fenrollers assist families with the child health insurance application process; and (3) lead
agency function - Department staff review and process all children’s health insurance applications completed by
facilitated enrollers at the Department and other City agencies.

Correctional Health Services

The Office of the Chief Medical Examiner (OCME) operates an accredited Forensic Biology Laboratory that
processes DNA evidence tfom over 3,000 homicide and sexual assault Oases. The Laboratory also analyze.s
positive cases from 16,000 evidence kits of historical sexual assault cases held by the New York City Police
Department (NYPD). These cases are tested by an outside laboratory for semen and retested by the OCME if
positive indications of semen are found. In October 2000, the Laboratory opened a new evidence examination
annex located on the fourth floor of the Bellevue Hospital Administration Building. This annex has enabled faster
examination of evidence that has reduced the turnaround time for DNA analysis of sexual assault cases to an
average of 30 days for regular cases and seven days for rush cases.

!E
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The Departmfeht continues to contract with HHC to provide health services to approximately 16,000 inmates
daily. Services include new admission examinations, infirmary services, sub-acute treatment, preventive care,
dental services, and prenatal services. These services are provided to inmates on Rikers Island through a

/ subcontract with Prison Health Services, which began operations on January 1,2001. This provider was selected

By the start of 2003, the OCME will expand its DNAlaboratory with the opening of a new High Sensitivity
Laboratory to be located on the ninth floor of the Bellevue Hospital Administration Building. This laboratory
will isolate and profile small amounts of DNA found on a wide variety of evidence gathered from crime scenes.
including vafious parts of stolen vehicles, telephones, doorknobs, cigarette butts, or soda cans. The laboratory
will validate the methodology, procedures, arid equipment needed to process 35,000 fingerprint cases. It will also
provide the necessary training for a core group of scientists who will enable the laboratory to handle 70,000
fingerprint’eases annually. The new laboratory will also include a program to train evidence collection teams from

! the NYPD on collection and evaluation methods for this type of analysis.

I The High Sensitivity Laboratory will be the training ground for the staffing of a new DNA facili ty schedu led
to open by the end of 2004, This new building will consolidate the three existing laboratories into a world class,
custom-built facility for forensic DNA arialysis. This twelve-story, 300,000 square foot building will be located
on the campus of Bellevue Hospital. 'Hie new building will house the following expanded functions: (1) a new
evidence delivery area capable of acefepting over 100,000 pieces of evidence per year; (2) high-density storage
systems to house 12 years of evidence as retained specimens; (3) an expanded casework laboratory to handle

' 16,000 cases annually, up from the cunent level of 3,000; (4) a total of 70,000 fingerprint cases, up from the
35,000 cases to be processed in the High Sensitivity Laboratory; (5) a high-volume, high-throughput exemplar
laboratory to perform DNA profiling from blood and saliva taken from suspects, elimination samples, and
5»ostmortems; (6) a mitochondrial laboratory to perform DNA typing of hair samples in cases such as body
identifications, where regular DNA from blood and semen is unavailable; (7) an in-situ laboratory that will use
DNA testing of thfe brains and serum of deceased individuals to ascertain the level of pain, stress, or fear of
homicide Victims immediately before death; and (8) trainings facilities and conference rooms essential for
supporting programs on proper evidence collection. (
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Capital Review

The 2002-2011 Capital Plan totals $169.5 million for facility renovations and equipment.

Highlights of the Ten-Year Plan include:

• S31.8 million for laboratory equipment replacement.

• $10.1 million for the construction of a free-standing mortuary at Kings County Hospital.

• $5.5 niillion for the renovation of STD clinics.

• $3.9 million for vehicle replacement.

• $3.0 million for a human surveillance system for vector control.
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$35.7 million for the upgrade of the heating, ventilation, and air -conditioning (HVAC) and fire alarm
systems, electrical service, plumbing, and getieral conditions at the Department’s Public Health Laboratory
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• $6;3 million for the renovation of the Manhattanville Health Center.
1 i ; , (

• $5.6 million for the renovation of the Center for Animal Care and Control (CACC) Manhattan shelter
and acquisition of a Queens shelter.

i

Capital Commitments
($000’s)

• $7.6; million for computer replacement.
■ ' ' \ . ;

• $7.6 million to complete Phase II of the renovation of the Jamaica Health Center, which includes the
construction of a new tuberculosis clinic.
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Actual Plan Plan : ' Plan Plan Plan
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Eighty three percent of the Department’s City tax levy budget funds programs provided by the voluntary
service sector and HHC. The distribution of these funds among program areas is as follows: mental health, 39
percent; mental retardation, IS percent; and alcoholism and substance abuse, 29 percent. The remainder is allocated
to prison mental health, crirninal court, and administration.

Expense Budget Highlights

• an increase of $5.3 million for enhanced discharge planning services and community-based forensic
LINK programs for mentally ill individuals released from the City’s jails and courts.

DEPARTMENT OF MENTAL HEALTH,
MENTAL RETARDATION, AND ALCOHOLISM SERVICES

The Department of Mental Health, Mental Retardation, and Alcoholism Services (DMH) is a contracting and
supervisory agency that plans, evaluates, and monitors mental health, mental retardation, alcoholism, and substance
abuse services for New York City residents. The Department also provides court-ordered psychiatric evaluations
through its criminal court mental health clinics. In addition, the Department funds public education, prevention
services, and training while maintaining culturally responsive, cost-effective, and high quality care for it.s clients.

Financial Review if

The Departinent of Mental Health’s 2002 Executive Budget provides for $585.4 million, which is $25 million
less than the 200.1 forecast. Additional funds of approximately $49 million will be modified during the fiscal
year when Federal and State award notifications are received'.

I
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($112)

3,927

Total $3,927

' $69,18'6 ($1,066)$96(302 ($6,309)

(67,206)159,919 4,654

$610,389

:d forensic 138 157 159 159 2

82 8282
Total 241 241!•

Programmatic Review

The Department of Mental Health, Mental Retardation and Alcoholism Services provides planning, funding.

Mental Health

mentally ill, and the mentally ill forensic population.

NYC-WTC_000195659

The Department plans and funds a variety of mental health services, including outpatient services to adults
and families, outreach services, and services to special populations, including recent immigrants. The Department’s
priority' services include programs for children and adolescents, the homeless, the severely and persistently

525 million
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2000
Actual

2001
Forecast

553
22,^83

299,439

553
14,335

345,477
$581,462

(17)
(15)

and oversight for the provision of mental health, mental retardation, alcoholism, and substance abuse services for
New York City residents. In addition the Department funds public education, prevention services, and training
while maintaining culturally responsive, cost-effective, high quality care for its clients.

5,590
(8)

492
21,869

254,992
$506,457

(2,758) /
46,030

Expenditures
Personal Service
Other Than

Personal ServiceI

I 553
. 19,925
345,469

200^
Preliminary

Budget

The Department serves 388,000 patients annually through 333 contracts with voluntary mental hygiene service
providers and the Health and Hospitals Corporation (HHC) facilities.

Funding
; City ........... '.. ............

Other Categorical Grants
Capital IFA ................
State ...........................
Federal

• JTPA .............
• CD ....... ..........
• Other ............. . . . . .

Intra-City Other......... .
Total .......................... .

Summary of Agency Financial Data
($000’s)

\

$585,389 ($25^) $3,927

190,346 118,486 123,140

■(
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Personnel (at fiscal year-end)
(City ....... ....................

Non-City
•JTPA.’......... . ...
• CD . . :..................
•Other.;........... . ...

$97,368 $102,611

_________2002________
Preliminary Executive

Budget Budget

— \
; 99 '

$12,776 $12,999 $12,?87 $12,887

493,681 597,390 568,575 ' 572,502 (24,888)

$506,457 $610,389 $581,462 $585,389 ($25,000)
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An additional $5.3 million allocated to the Department’s budget during the November Financial Plan will
allow the Department to provide enhanced discharge planning services to mentally ill individuals released from
the City’s jails in order to facilitate linkages to community-based care.

In addition to expansion of jail-based discharge planning, these funds will also enable the Department to
establish five court-adjacent Service Planning and Assistance Network (SPAN) offices where discharge plans can
be developed or completed for individuals released from court.

The Department continues to implement performance-based contracting across all disability sectors.
Currently, 100 programs are covered, including Assertive Community Treatment (ACT) teams, clubhouse
programs, alcoholism treatment clinics, and vocational programs. In the next three months, an additional 100
programs will be covered, including mental health, intensive case management, supportive case management,
Temporary Assistance to Needy Families (TANF), and forensic LINK programs, resulting in over 200 programs
under performance-based contracts.

During 2002, the Department anticipates that 70 additional programs will be included in performance-based
contracting, including supportive housing, children’s day treatment, adult continuing day treatment, medically

'f supervised outpatient treatment, and drug-ffee outpatient treatment.

The Department plans and funds an array of services to assist individuals in need of alcoholism treatment,
including inpatient detoxification, alcohol crisis centers, comprehensive outpatient services, and community

,/ residences. The priority populations include homeless persons, pregnant women, families, and adolescents.

; The Department funds a variety of services to assist individuals in need of substance abuse treatment, including
integrated outpatient services for adult substance abusers and mentally ill chemical abusers (MICA), family
centered adolescent substance abuse and MICA treatment, and comprehensive integrated substance abuse services
focusing on sobriety and employment readiness.fI

The Department plans and funds services for people with developmental disabilities, including mental
retardation, cerebral palsy, epilepsy, autism, and other neurological impairments. The services provided to these
populations include adult vocational programs, employment programs, diagnostic evaluations, clinic treatment
programs, family support programs, counseling, after-school and weekend recreation and respite programs, special
continuing education, sleep-away camp, transportation, information and referral, and public education. In addition,
the Department will continue to administer the Early Intervention Program for toddlers under the age of three
with development delays through an intracity relationship with the Department of Health (DOH).

Lastly, the additional funding will enable the Department to enhance existing community-based forensic
LINK programs with 32 additional transition managers. Transition managers work closely with the jail-based
discharge planners and clients to facilitate a smooth transition into the community following release from
confinement. These transition services are provided in the community and are conducted on an intensive basis,
for approximately two months, with less intensive follow-up conducted for two additional years.

1 164 I
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As part of a Statewide Office of Mental Health initiative, an estimated $32.5 million of additional case
management funding for adults and children will be allocated to New York City next year. An integral component
of this initiative is the implementation of a Single Point of Accountability system. Under this initiative, services
to high-risk populations, such as forensic and Assisted Outpatient Treatment clients, will be prioritized.
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Financial Review
I\

Revenue Forecast

Streamlining

Expense Budget Highlights

Budgetary Priorities; Providing Core Services j

• an allocation of $0.6 million in 2002 to procure cold water rescue equipment, rebar cutters, and
pharmaceuticals to maintain emergency readiness.

• an ihcrease in firefighter availability, due to hiring over quota, to strengthen response to structural fires
and I to non-fire emergencies, such as hazardous materials spills.

• the hiring; of 150 Fire Cadets to improve minority recruitment and to enhance fire prevention programs
citywide.

The Fire Department is responsible for protecting the lives and the property of the citizens of New York City
from fire, medical and; other emergencies, and from building hazards. The Fire Department extinguishes fires,
promotes fire prevention awareness, investigates suspicious fires, provides ambulance and pre-hospital emergency
medical services, and inspects for building safety. The 362 fire companies provide fire and rescue services, while
public outreach and enforcement of New York City’s fire codes promote fire prevention. The Department’s Fire
Marshals investigate arson cases and apprehend perpetrators. The Bureau of Emergency Medical Services (EMS),
assisted by the Certified First Responder - Defibrillation (CFR-D) trained personnel responding Irom Engine
Companies, provide ambulance transport and pre-hospital emergency medical care. Building inspectors enforce
the various building code regulations.

The Fire Department’s 2002 Executive Budget provides for operating expenses of $ 1.09 billion. This increase
of $22.7 million from the amount forecasted for 2001 is primarily due to the anticipated transfer of the building
inspection program from the Department of Buildings to the Fire Department. Capital commitments of $246.3
million are also provided in 2002. The increase of $60.3 million is a 32.4 percent change from 2001 and includes
funding for a new computer aided dispatch system, firehouse rehabilitation and renovation, EMS station
construction, and new mandated firefighting and support vehicles.

I

!

• the Department will outsource the Medical Necessity Review process for Ambulance Call Reports (ACRs).
J ' ' i

' ' ' ' /
• the re-certification (CFR-D) training for First Responder firefighters, who respond to life-threatening

medical incidents, citywide. \

The Fire Department issues permits and collects fees for the inspection of fire suppression and electrical
systems, places of public asseipbly, laboratories, high-rise buildings, and the storage and use of combustible
materials. In addition, the Department realizes revenues from fees charged to out-of-state fire insurcr.s doing
business in New York City and to private fire alarm companies. In 2002, it is estimated that the Department will
collect $58,3 million in revenue that includes certain fees and permits formerly collected by the Department of
Buildings. I
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• thirty citywide Administrative civilian positions, vacant due to early retirement, will be eliminated.,
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• upon retirement, 75 uniformed personnel on extended limited duty assignments will be replaced by 75
civilians.

2002
Preliminary

Budget

/ $1,003,941
i 72,213

Funding
City .......................... .
Other Categorical Grants

i Capital IFA ................
State .......................... .
Federal

J ’ITPA..................
; ‘CD .................. ;..
’ ‘Other,................ .

Intra-City Other...........
Tbtal . ............... . .;

Personnel (pt fiscal year-end)
City .......
Non-City '

• JTPA' j.. . ................
• CD :.................
• Other......................

Summary of Agency Financial Data
($000’s)

I

400

$1,078,346 $1,066,168 $1,067,407 $1,088,872

15,977 15,686

' , 2002
Preliminary Executive,

Budget Budget

84,393 79,591

. $1,078,346 $1,066,168 \$l,067,407 $1,088,872 $22,704 $21,465
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/ Total
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IS

Fire Investigation

I

I
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The promotion of 25 Firefighters to the rank of Fire Marshal in 2002 will improve efficiency in the Bureau
of Fire Investigations. ,

The Bureau of Fire Prevention is responsible for enforcing the City’s fire codes through the inspection of
public and private properties, and for providing fire safety education and community outreach. The recruitment
of 150 Fire Cadets, who also perform fire safety instruction as part of their responsibilities, has augmented existing
efforts. In addition, the Bureau will assume the responsibility for building safety, which is accomplished by the
inspection of public and private properties for enforcement of the Building Code and the Electrical Code, the
Multiple Dwelling Law, zoning regulations, and energy laws.

The Department continues to acquire sites throughout the City to be used as community-based EMS stations
to increase ambulance availability. All ambulance personnel have been trained in asthma treatment. Engine
Companies’ personnel have received CFR-D training, and re-certification continues through 2002 for those whose
initial certification will expire. J

Programmatic Review

In 2002, the Department expects that over one half of the responses by its fire companies will be to medical
and other non-fire emergencies. Despite this increased response to medical and other non-fire emergencies, the
Department’s citywide response time to structural fires is estimated to be less than four and one half minutes.
The Department anticipates that its ambulances will respond to over one million medical incidents in 2002.

Fire Extinguishment

The Fire Department provides fire and rescue operations via 203 Engine Companies, 143 Ladder Companies,
seven Squads, five Rescue Units, three Marine Companies, and one Hazardous Materials Unit.I

1
/j

1

ii

M
I
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Capital Review

npanies, 6'!

Tolal...

j Highlights of the Ten-Year Capital Strategy and 2002 Executive Budget

• the renovation of firehouse components such as apparatus doors, apparatus floors, boilers, electrical
upgrades, kitchens, roofs, toilets, waterproofing, and windows ($123.3 million).

; Bureau
• the complete restoration of nine firehouses ($42.0 million).

• the construction'of new training facilities at Fort Totten ($50.5 million).

• the purchase and upgrade of computer equipment to support agency operations ($5.3 million).

The 2002 Plan for the Department totals $246.3 mllliori and highlights include:

• the replacement of front-line firefighting apparatus and support vehicles and equipment ($50.8 million).

169
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• the construction of new joint firehouse and EMS stations in Staten Island ($7.8 million) and Rockaway
($8.6 tnillion).

The Capital Commitment Plan allocates $683.0 million over the next ten years. This funding will be used
for the purchase of firefighting apparatus, equipment and support vehicles, emergency medical equipment, and
the upgrade and replacement of computer and communications systems. It will also fund the acquisition and
construction of EMS ambulance stations, and the renovation and modernization of firehouses and training facilities.

• the replacement of front-line firefighting apparatus according to mandated replacement cycles and support
vehicles and equipment ($349.5 million).

• the purchase of communications equipment for the five borough communication offices and for the
continued operation of the call box network ($13.1 million).

• the procurement of a joint Pire/EMS Computer Aided Dispatching (CAD) system ($12.0 million).

medical
cies, the
minutes.
302.

(

Capital Commitments
($000’s)

53,391 ’35,002 36,002.., 48,696 , 48,696 186,016 186,016 246,308 246,308 54,487 (54,487 53,391
^BaaaBssa BaaBsasaB bmbmbb saanHaB BSBisBaa =3xeaa=i msssa

2000 2001 2002 [ 2003 2004 2005
Actual Plan Plan ' Plan Plan Plan

“city AiT” City"Au” City All City aIT” AlP “city ST
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds

/ Fire Alarm
'' Communications,.,.... 14,705 14,705 22,815 22,815 24,583 24,583 686 ,686 713 713 724 724

, Electronic Data Processing 2,701 2,701 26,715 26,715 16,887 ,16,887 151 /iSl 0 0 200 200
Reconslruclion/Modernization ,
of Facilities 22,695 22,695 100,239 100,239 143,700 143,700 18,193 1'8,193 19,573 19,573,14,166 14,166

Vehicles and Equipment .. 8,595, 8,595 36,247 36,247 61,138 61,138 35,457 35,457 33,105 33,105 20,912 20,912
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• the development of a joint Fire/EMS Computer Aided Dispatching (CAD) system ($12.0 million).

• the purchase of new'mobile radios for all front-line vehicles ($15.0 million).

• the design and construction of new training facilities at Fort Tptten ($50.5 million).

• the upgrade of the Fire Prevention Information Management System (FPIMS) ($4.4 million).

B
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• the replacement and upgrade of building components ($14.9 million), the complete rehabilitation of three
firehouses ($16.5 million), the design for the rehabilitation of three additional firehouses ($1.2 million),
the construction of a new Joint firehouse and EMS station in Staten Island ($7.8 million) and Rockaway
($8.6 million), ;and the renovation of the communications offices ($26.2 million).

I'

the permanent installation of emergency generators in firehouses ($2.2 million).

' ' ' V:

S!

(!



NYC 9/11 Public Portal Document

DEPARTMENT OF SANITATION

)n).
I

it

Financial Review

Revenue Forecast

Expense Budget Highlights

Budgetary Priorities; Providing Core Services

J
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n of three
; million),
lockaway The Department of Sanitation is responsible for protecting the public health by maintaining and enforcing

sanitary conditions through the collection, management, and disposal of municipal solid waste. The Department
is one of the oldest, largest, and most diverse public solid waste organizations in the United States providing
collection service to residents in the City’s 59 Community Districts. The Department collects refuse and
recyclables, cleans streets, disposes of waste, processes recyclables, removes snow, and enforces portions of the
City’s health and administrative codes.

I

( ‘ as pa,rt of the SWMP Modification, an additional $0.5 million has been provided for a preliminary
' Comihercial Waste Study to provide information related to refuse tonnage, truck routes and the

characterization of the commercial waste stream of private transfer stations.

• in November 2000, the Department secured City Council approval for the City’s Comprehensive Solid
WasteManagement Plan (SWMP) Modification. '

• as part of the SWMP Modification, an additional $0.4 million per year and eight full-time personnel have
been provided to the Permit and Inspection Unit (PIU) to increase the frequency of inspections of private
transfer stations to enforce regulatory compliance of these facilities.

The Department of Sanitation generates revenues from privately bid contracts for the removal of abandoned
vehicles from City streets and property, concession fees on methane gas extracted from the Fresh Kills landfill,
the sale of recycled paper to private processors, and from an assortment of miscellaneous fees and minor sales.
The Department’s 2002 revenue estimate is $10.1 million from these sources.

• as part of the SWMP Modification, an additional $5.2 million has been provided for advertising campaigns
for education and outreach related to waste prevention and recycling.

• as part of the SWMP Modification, an additional $6,3 million has been provided for a three-year pilot
designed to reduce waste through recycling and waste prevention involving cOmmunity-based coordinators
whose focus will be low-diyersion communities.

• as of March 2001, the Department has completed all five phases pf the interim waste export program
diverting waste from all five boroughs from the Fresh Kills landfill, nine months ahead of the planned
closure date of December 31,2001.

; The Department of Sanitation’s 2002 Executive Budget provides $986.2 million for operating expenses, an
increase of $44.4 million from the amount forecasted in 2001. This increase is primarily attributed to the cost of
exporting waste. Capital commitments Of $292.8 million are also provided in 2002, an increase of $75.3 million
from the 2001 Plan amount. /

/
V\\
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liar

• the Department maintains the ability to handle a major snow emergency.

Streamlining

2ncrea.sc/(Deerease)
2001

Forecast

($3,756)

70,753 3,997
Total $241

1'

($5,812)i):

I 5,587

9,385 10,479 10,364 10,794 315 430

6,510 36
T^otal $241

9,684 10,324 10,014 9,793 (531) (221)

79

9,977 10,754Tbtai 10,365 10,223 (531) (142)
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2002
Preliminary

Budget

203
227

124
227

203
227

94
199

2000
' Actual

2001
Forecast

$39,217
1,453
3,440

Expenditures
Personal Service ....
Other Than
Personal Service ...

$955,376
1,600

11,908

I
3

6,571

$941,824

f',1

248,417

$838,299

6,546

$986,224

$916,159
147

8,468

• the Department continues its efforts to acquire dual-bin collection trucks for recycling collection in low-
density communities and at New York City schools to increase the recycling diversion rale and to enhance
collection productivity.

3,421

$838,299

$819,240
360

5,893

$961,188
\ 1,600
>6,321

(25)

$44,400

Personnel (at fiscal year-end)
City .............  .. ...........r

’Non-City
’ • lEA ..............
i • CD .......... L ..
i • Other.........:...

Summary of Agency Financial Data
($000’8)

I

$985,983

ilSSigOiSa

s

2002
Preliminary Executive

Budget Budget

as part of the SWMP Modification, an additional $0.4 million has been provided for procurement training
to educate agency personnel on increasing the City’s purchases of recyclcd-contcnt and waste reducing
products as well as other environmentally preferable goods and services.

Funding
City ........... ................
Other Categorical Grants
Capital IFA .,......... . .
State........... i..............
Federal i

• JTPA
• CD .... J.............
• Other...)i........

Intra-City Other .. .........

$589,882 $609,536 $586,939 $583,183 ($26,353)

332,288 399,044 403,041

$941,824 $985,983 $986,224 $44,400

MjaBaB
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Programmatic Review

Planning for the Closure of the Fresh Kills Landfill

($3,756)

($5,812)

5,587

Long Term Solid Waste Management
430

' (221)

79

(142)
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3,997 ;
$241

The Department’s main administrative and planning divisions include the Bureau of Long Term Export,
Financial Management and Administration, and the Bureau of Waste Prevention, Re-use, and Recycling. The
two operational divisions are the Bureau of Cleaning and Collection (BCC) and the Bureau of Waste Disposal
(BWD). The Bureau of Motor Equipment (BME) and the Bureau of Building Management (BBM) provide
support operations, r a !

200^
liminary
ludgel 1

, In November 2000, the Department submitted a Draft Modification of the Comprehensive Solid Waste
Management Plan (SWMP) and a supporting Draft Environmental Impact Statement (DEIS) to the City Council
replacing the SWMP Draft Modification proposed in April 1998, The DEIS provides an evaluation of the potential
environmental impact of the proposed long-term residential waste export prograiri and feasible long-term export

' alternatives. On November 29,2000 the City Council voted to submit the SWMP Draft Modification as amended
to the State. Oh December 19,2000 the Mayor signed into law Intro. 282-A, a bill to approve the submission to
the State of the Comprehensive SWMP Draft Modification as amended. On February 27, 2001 the New York
State Department of Environmental Conservation (NYSDEC) gave final approval of the City’s SWMP
Modification. Important elements of this plan are expanding waste prevention, recycling, and developing marine
and rail based waste transportation options.

The Bureau of Long Term Export is responsible for analyzing, planning, and developing long-term waste
disposal strategies for the City’s waste. The Comprehensive Solid Waste Management Plan (SWMP) of 1992

' (updated ip,1996) included the City’s ten-year solid waste management plan. The City is required, as part of the
I long-term plan, to amend the SWMP to reflect how it will manage its future waste disposal due to the closure of
I the Fresh Kills landfill.

In the spring 6f 1996, Mayor Rudolph W. Giuliani and Governor George F. Pataki announced that the Fresh
Kills landfill would close by the end of 2001 and established a joint Task Force. The Fresh Kills Task Force
explored various options available to the City to reduce the use of the Fresh Kills landfill and develop a plan for
its closure. The Fresh Kills Task Forde Report provided various recommendations regarding the City’s waste

/ management programs such as reducing waste disposed at Fresh Kills, decreasing the City’s waste stream, and
exploring various recycling initiatives. The Department has allocated resources to irnplement these
recommendations and programs. > i

The Department of Sanitation (DOS) is responsible for administering the City’s waste management programs.
The Department has developed both an interim and a long-term plan to rheet the Fresh Kills closure mandate.
DOS was disposing approximately 13,000 tons of waste per day at Fresh Kills at the end of 1996. The interim
plan is a phased reduction of waste disposed at Fresh Kills through the use of private contracts to receive, transfer,
and transport waste to out of City sites. The Department began this program in fiscal year 1998 and as of March
SOOl, the final phase of the interim waste export program was fully implemented. Therefore, all five boroughs
are currently diverting a total of 11,600 tons of waste per day (based on fiscal year 2001 year-to-date information)
from the Fresh Kills landfill. The borough of Queens, which was the last borough of the phased Waste Export
program, was completed nine months ahead of the December 31, 2001 Fresh Kills closure deadline as the
recommended date set by the Fresh Kills Task Force Report. The budget has been continuously evaluated and
updated to reallocate funds required for this program. i

173 f
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The Bureau of Cleaning and Collection
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These efforts are evident in the City's diversion rates. For the first four months of 2001, the citywide diversion
rate was 19,9 percent of the residential and curbside waste stream and 35.6 percent of the total Department managed
waste stream (including recycled construction and demolition debris and tires). This represents a 0.7 percent and
a 2.6 percent increase respectively, compared to the first four months of fiscal year 2000.

The Bureau of Cleaning and Collection (BCC) is primarily responsible for collecting household refuse and
i recyclables, cleaning City streets, and enforcing recycling regulations and portions of the City’s health and

administrative codes. BCC provides refuse collection services two or three times a week depending on the
population density of the community. Additional resources have been provided for this function due to increased
travel time to export refuse to out-of-city private transfer stations and to ensure that collection schedules are
cbmpleted on time.

ft'
Design for the Staten Island Transfer Station project has been completed and is currently in the Uniformed

Land Use Review Process (ULURP). This transfer station will provide the borough of Staten Island with the
ability to transfer waste, collected by trucks, to freight containers for shipment out of New York City.

Bureau of Waste Prevention, Re-use, and Recycling

The Department continues its efforts to reduce the quantity of solid waste the City must dispose. The
Department manages the largest and most aggressive recycling program in the United States.

IS

The Financial Plan also includes additional resources for citywide weekly recycling collection. Due to the
increase in recyclables collected, the Department will deploy additional trucks to ensure that collection schedules

■ ■ . H

I

Ip

The Buteau of Waste Prevention, Re-use, and Recycling studied and implemented many of the Fresh Kills
Task Force/ recommendations. These include extensive educational outreach programs and the expansion of
materials to be included in the City’s recycling program. For example, the City expanded it.s recycling program
to include mixed paper and household metal bulk collection. Also, pursuant to Local Law 59 of 1998, the City
has expanded alternate week recycling collection to a weekly collection schedule in an effort to augment recycling

/ participation arid waste diversion rates. In April 2000, the Department implemented the final phase of weekly
recycling, providing all New York City residents with weekly collection services. The Department also expanded
its leaf and Christmas tree collection to increase compostirig. In September 2000, the Department convened a
task force with the Board of Education to examine issues related to recycling jn New York City schools. In January
2001, based on task force recommendations, the Department started a pilot for dual-bin recycling and refuse
collection at public schools.' As of April 2001,362 New York City schools were receiving this service. In October
2001, the Department plans to implement dual-bin collection to include 699 schools citywide.

'I

BureauCf Waste Disposal ' ‘ \

The Bureau of Waste Disposal (BWD) is responsible for the receipt, transfer, transportation, and final disposal
of approximately 12,000 daily tons of resideritial and institutional waste through its waste export contracts. As
a result of refuse diverted from the landfill, workload reductions have occurred at the marine transfer stations and
at the Fresh Kills landfill. Staffing levels at these facilities have been reduced through attrition and redeployment
to other divisions.

I J ' ' ' / ■ ■
BWD isialso responsible for the Fresh Kills landfill closure activities. The Financial Plan includes funds for

; closure activities including the final capping of the landfill, leachate treatment and control, methane gas collection
and flaring, inaintenance and security of the site and waterways, and environmental monitoring.
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are completed. The Department’s pilot study of dual-bin collection trucks to pick up paper, metal, glass, and
plastic in one collection truck has been successful in low tonnage districts. The Department has been expanding
the use of dual-bin trucks in low-density districts to improve collection productivity.

diversion
managed
rcent and

The Bureau of Building Maintenance continues to provide facility management services. BME provides
maintenance and emergency repair work for the Department’s 204 facilities.

The Department supports its collection and cleaning operations through its garage program. The garage
, program will be expanded and developed to compliment the size of the Department’s fleet and work force. Garages
; and facilities will be constructed and rehabilitated in all five boroughs. The Department'continues to replace

equipment, in accordance with established replacement schedules, including collection trucks, dual-bin trucks,
mechanical brooms, and salt spreaders in order to support operations.

The Department’s Capital Plan includes funding for the rehabilitation of its marine infrastructure. Associated
with this funding and in accordance with the Long Term Solid Waste Management Plan, five Marine Transfer
Stations including West 135th Street, East 91st Street, and West 59th Street in Manhattan, Hamilton Avenue in
Brooklyn, and North Shore in Queens will be renovated in order to facilitate and support the long-term waste
export plan. ;

The Department’s 2002-2011 Ten-Year Capital Plan totals approximately $2.9 billion. The Ten-Year Capital
Plan provides the Department with funding to construct, rehabilitate, purchase, and develop the necessary
infrastructure and assess to support refuse collection, recycling, cleaning, waste disposal, and support operations.

* Sanitation’s^Capital Budget consists of two major components - garage construction and rehabilitation, and
equipment purchases. These two major programs represent 81 percent of the total 2002-2011 Ten-Year Capital
Plan. '

Support Bureaus , J

The Bureau of Motor Equipment (BME) provides services related to the acquisition, repair, and maintenance
of the Department’s motor equipment including collection trucks, street sweepers, salt spreaders, cranes, tractors,
and other vehicles and equipment. BME operates an extensive repair and maintenance facility to ensure that
equipment is available to implement the Department’s operational functions. This Bureau researches and develops
equipment specifications to improve productivity, vehicle design, and alternative fuel vehicles.

In order to maintain street cleanliness, BCC deploys mechanical street sweepers to clean over 6,000 miles
of streets. The Department deploys Work Experience Program (WEP) participants to assist in the cleaning of City
streets. This initiative has contributed to an improvement in citywide street cleanliness. The Department’s street
cleanliness rating for the first four months of fiscal 2001 is 86.5 percent acceptably clean. BCC cleaning operations
include supplemental cleaning of recreational areas and beaches (during the summer season), vacant lot cleaning,
and the cleaning of illegal dumpsites. ;

The Department will continue the cleaning strategy embodied in Operation SLICE (Streets, Lots, Intensive
Cleaning and Enforcement) to perform intensive street cleaning in problem areas citywide. In 2002, the Department

, will continue its enforcement efforts to'maintain improved street and lot conditions and work closely with other
City agencies to identify those properties that require better maintenance. Also, as part of the Mayor’s ongoing
effort to improve quality of life in the City, the Department implemented an Anti-Graffiti Program in 1999. The
Department continues to keep all of its facilities, vehicles and equipment fr^ of graffiti.

funds for
ollection
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The table below shows capital commitments by program area over the 2000-2005 period.
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Highlights (rfthe Ten-Year Capital Strategy and 2002 Executive Capital Plan

• construction of the Southwest Brooklyn Marine Export Facility ($31.7 million).

h

• rehabilitation of garages and various facilities ($547.7 million).

176
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• construction of new composting sites ($22.0 million).

The 2002 Plan provides $292.8 million including:

In order to reduce the amount of solid waste to be disposed, the Department supports recycling projects. The
Capital Plan provide? funds to increase the City’s composting capabilities by developing sites for composting.

• replacement of all other eqpipment ($17.8 million).

• construction 6f Manhattan District ^4A/7 garage ($121.5 million).

• replacement of collection trucks and mechanical brooms ($54.8 million) and salt spreaders ($4.6 million)
in accordance with established replacement cycles.

• rehabilitation of and improvements to the Marine Transfer Stations in accordance with the Long Term
Solid Waste Management Plan ($204.6 million).

(S
ij E'

• construction of various garages ($808.9 million), including the construction of the Queens 14 garage ($30.4
milliph), Manhattan 4/4A/7 garage ($121.5 million), Manhattan 6/8/8A garage ($123.4 million), Brooklyn
13/15 garage ($65.3 million), and Brooklyn 3/3Agarage ($49.6 million).

• replacement of collection trucks and mechanical brooms in accordance with established replacement cycles
($70^9 million). /

Capital Commitments
($000’s)

J

i

I

il

/ • construction of Queens District 14 garage ($30.4 million).

• rehabilitation of multiple garages and facilities, citywide ($18.3 million).

• ' ')

2000 2001 2002; : 2003 2004 2005
' Actual Plan Plan: Plan Plan Plan

; » City All City All City All' City All City All City AU”
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Fund.s

Bureau of Waste Disposal^ 8,150 Uiuso” -7,320 -7,320 30,607 30,607 39,709 39,709 10,000 10,000 15318 15311
Solid Waste Management
Plan....... . ........ /..... 315 0 315 1,268 7,518 5,525 ,'5,525 0 0 0 0 12,500 12,500

Garages.............. '..... 41,818 41,818 11'1,125 111,125 179,489 179,489 16,913 16,913 224,200 224,200 213,568 213,568
' Equipment....... 0,...... 147,330 147,330 99,217 106,217 77,189 77,189 80,082 8^,082 82,096 82,096 87.996 87,996

TOTAL ............... 197,613 197.613 204,290 292,810 '292,8)0 136,704 06,704 316,296 316,296 329^^ 329382

I
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• construction of the Staten Island Waste Export Facility ($27.4 million).

• construction of salt sheds, citywide ($ 1.2 million).

• construction of new composting sites ($2.0 million).

Plan

8

0
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mg Term;

snt cycles

) million)
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• development qf and improvements to technology and computer systems ($4.0 million).

• site acquisition for Sanitation facilities ($1.9 million).

All
Funds

15,318
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DEPARTMENT OF PARKS AND RECREATION

ill

li

Revenue Forecast

Expense Budget Highlights

S.

• maintaining and operating recreation centers throughout the City.

178

NYC-WTC_000195674

i

• maintaining a 10-year tree pruning cycle by continuing funding for climbers and pruners and supplemental
contracts. V

The Departrhent of Parks and Recreation maintains one of the oldest and largest municipal park systems in
the country. The Department maintains 28^346 acres of developed, natural, and undeveloped parkland, which
constitutes 13.7 percent of the City’s landmass. The municipal park system includes 614 turf ball fields, 550
tennis courts, 33 outdoor swimming pools, 10 indoor swimming pools, 35 recreation centers, 14 miles of beaches,
13 golf courses, six ice riiiks, five stadia, and four zoos. The Department is also responsible for 500,000 street
trees and 2 million park trees.

The Department of Parks and Recreation provides recreation programs for all age groups at parks, playgrounds
and indoor recreation centers citywide. Structured programs include basketball, track and field, softball, boxing
and swimminjg instruction. '

illV

, . • maintaining funding subsidies for the Central Park, Flushing Meadows-Corona Park and Prospect Park
zoos.

/ ' r,

Financial Review/

Budgetary Priorities: Providing Core Services
H , 1 ' (

• maintaining the City’s parks, playgrounds, infrastructure, and safety equipment.
/ ' ’ - ' 1

/; • operating pools and beaches, employing lifeguards at beaches and providing instructional and recreational
i programs.! '

The Department of Parks and Recreation collects revenue from fees for the use of City tennis courts, ball
fields, admission to the Kate Wollman skating rink, and revenue from stadium rentals and concessions on Parks
property. In 2002, the Department will collect $47.2 million from these sources, compared to $55.0 million in
2001. Increased stadium rent collections in 2001, as a result of the successful baseball season, and additional
concession revenue, from increased fees on bids, account fpr the change.

/I' ; '' ' ■ / \

IlSsii

The 2002 Executive Budget for the Department of Parks and Recreation provides for operating expenses of
$194.1 million, which represents a net decrease of $14.7 million from the amount forecasted in 2001. This decrease
is primarily due to one-year grants and initiatives included in 2001, but not in 2002. Capital commitments for
2002!of $282.1 million are also provided, a decrease of $105.2 million from the 2001 capital plan of $387.3
millibn, i

• coordinating with the United States Department of Agriculture and the New York State Department of
Agriculture and Markets in fighting the Asian longhomed beetle by injecting 8,800 trees with insecticide.

■ ' I

! • maintaining cleanliness and overall condition park ratings.
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Impact of Reducing the Size of Government

• reducing seasonal playground associates while continuing to provide recreational services to communities.

• reducing headcount through targeted early retirement incentives.

Increase/(Decrease)
2001

Forecast

51,796 57,957
Total $194,088

$15^,589$152,077

14,951 14,951
(1,540)

5,304 5,304

1,768 1,696 1,662 1,662 (34)

(26) (26)

:reational
2,025 2,068 2,034 2,008

Programmatic Review
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$164,017
5,784

14,951
1,540

$163,828
4,812

14,679
716

48,940
$188,576

16,244
$194,088

16,244
!h88,576

2002
Preliminary

Budget

Expenditures
Personal Service ...
Other Than

Personal Service ,.

Funding
City ..i......................
Other Categorical Grants
Capital IFA .................
State . . ........................
Federal

• JTPA ......................
• CD ........................
• Other .. ................ . .

Intra-City Other ...........
Total....... . . ............. ..

Summary of Agency Financial Data
($000’s)

$142,270

51,818

I ' . ' • '
/ The Department of Parks and Recreation will focus on maintaining parkland, playgrounds, beaches, pools,

; recreational facilities, and street trees. Overall condition ratings for parks have increased over the last six years
from 42 percent in 1994 to 85 percent in 2001. Cleanliness ratings of parks and playgrounds have improved from
74 percent in 1994 to 91 percent in 2001. An additional $4.3 million has been allocated to augment maintenance
and operation? staff to continue to improve park ratings. This will increase to $4.8 million in 2002, and the ensuing
years. Rodent control remains a priority with continued efforts in inspecting reported infestations and performing
site remediation. Finally, the Department has standardized and begun to collect special event fees to recoup the
cost of cleaning, maintenance, and/or damages beyond the normal park usage. This new fee schedule will enable
the Department to provide sufficient staff to maintain these parks. ।

'■ i ' H

($6,428) $5,512
(5,784) —

/
Total

$146,281 ' $150,864 $139,636

2002________
Preliminary Executive

Budget Budget

$198,077 $208,821

(6,139) 2,878
($14,733) \ $5,512

Personnel (at fiscal year-end)
City ....... .!......... .........
Non-City ';

• IFA ...!.................
• CD ..:...............

i ‘ Other................ .
i' ',!

„12O8^

($8,594) $2,634

(333) —
(573) -
(75) -

($14,733) $5,512
====_. == I

(60) (26)
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Capital Review

I

500

I

Highlights of the Ten-Year Capital Strategy and tfib.2002 Executive Budget

• reconstruction and replacement of safety surfaces, play equipment and paths ($130.0 million).

• planting an average of 14,000 street trees per year ($69.4 million).

• replacement of aging vehicles ($42.7 million).

• replacenient and upgrade of computer, information technology and communication systems ($ 13.9 million).

• replacement of boilers ($ 10.0 million).

1

J
NYC-WTC_000195676

• reconstruction of pools ($10.7 million).

• reconstruction of roofs ($10.1 million).

2000
, Actual

Beginning this year. Parks will generate revenue from rent, naming rights and parking at the new minor league
stadium in Coney island. The new stadium will house the Brooklyn Cyclones, a minor league affiliate of the
New York Mets.

The Ten-Year Plan totals $1,024.9 million, including $15.2 million of non-city funding. The table below
shows capital coriimitments by program area over the 2002 - 2011 period.

500'
' I ■

7,000
4,207

• construction of the Hudson River Park ($98.0 million).

t

Capital Commitments '

($000’s)

• reconstruction of bridges within parks ($49.5 million).
' i

• rehabilitation of stadia ($46.2 million).

(
li

I

f

I
Ji

2003
Plan

City 'All
Funds Funds

Planting ....... . ............ 8,818 9,151 21,331 22,838 8,193 8,492
Major Recreation Facilities. 13,S45 14,367 28,812 29,337 10,672 13,330

City All
Funds Funds

Beaches and Boardwalks . 1,536 1,594
Land Acquisition and Tree

2004 2005
Plan Plan_ __

Funds Funds Funds Funds

7,000 8,000 8,000 8,820 9,640
4,207 5,303 5,303 8,107 8,107

2001 2902
Plan Plan

' "city aF” City • All '
Funds Funds Funds Funds
2446 2446 2^99 2,993

Neighborhood Parks and
Playgrounds............... 49,692 51,567 123,085 124,825 70,173 73,708 14,500 14,500 13,000 13,000 13,986 13,986

Vehicles, Equipment and ' ,
, Facility Reconstruction . 16,055 16,661 25,688 25,688 14,467 14,467 9,895 9,895 10,270 10,270 21,800 21,800
Large, Major and Regional

Park Reconstruction .... 51,430 53,371 172,283 182,167 161,499 169,069 46,173 46,173 45,560 45,560 34,672 34,672
Zoos............ .................. 0 0 0 0 0 0 1,935 1,935 0 0 0 0
Total............ .................  141,376 146,711 373,645 387,301 267,997 282,059 84,210 "^^10 J2^ 8T,457 21^^

180 (
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• reconstruction of East River Park including bulkheads along the waterfront ($17.2 million).

• reconstruction of Conference House Park ($10.9 million).
e below

• construction of a park in the Bronx at Banetto Point ($5.0 million).

• reconstruction of the Washington Square Arch ($ 1.1 million).

K

\

■I

' million).

181 I
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r league
; of the

• transferring funds from the Economic Development Corporation for the construction of Brooklyn Bridge
Park ($43.8 million).

X)5
an

Aii~
Funds

W
9,640
8,107

13,5(86

21,800

34,672 i
> '0
' ' 89,277
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DEPARTMENT OF ENVIRONMENTAL PROTECTION

I

Revenue Forecast

182

1
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i' iw

The major functions of the Department of Environmental Protection (DEP) include the collection, storage
and delivery of the City’s water; the conveyance and treatment of stormwater and sanitary How; the enforcement
of air, noise and water use regulations; water use billing, revenue collection and customer service; the management
of environmenta,! issues and natural resource protection; and the construction and reconstruction of the related
infrastructure. The City is reimbursed for the costs of operating the water and sewer system by the New York
City Water Board and ihe Department’s capital program is financed through the New York City Municipal Water
Finance Authority.

I

The Bureau of Environtnental Compliance, which deals with air, noise and hazardous materials, performs
inspections, issues licenses and permits, and reviews technical plans related to asbestos control, air quality, and
noise abatement laws. Combined, the 2002 revenue from these sources is projected at $8.4 million. The
Environmental Control Board will collect $33.8 million in 2002, a decrease of $8.2 million from 2001. This
increase in 2001 is attributable to the clearing of a temporary'backlog of non-compliance cases.

Expense Budget Highlights

Budgetary firiorities: Providing Core Services i

The Department collects Revenue from environmental quality permits, the sale of hydro-energy to upstate
power utilities, property rentals, summonses adjudicated before the Environmental Control Board (ECB), and
other fees. The revenue estimate from these sources for 2002 is $46.9 million. DEP also collects the data used
to generate bills for customers and collects water and sewer fees for the New York City Water Board.

• six positions will be added for cross connection inspections. These positions will provide blackflow
inspectibns at high-risk facilities as a proactive measure to prevent waste from entering the water
distribution system ($0.2 million).

• an additional seven DEP Police! Officer positions have been added for the purpose of patrol and protection
' of New York City’s upstate watersheds and facilities ($0,2 million).

S'
• as a continuance of DEP’s program for acquiring land around the upstate watersheds, the agency will

extend the term of four positions on the Land Acquisition Team for three years and add two positions for
' the stewardship of newly acquired land ($0.3 million).

• the Bureau of Water Supply will add a total of eleven positions for Regulatory Compliance issues and
mandates set forth by the USEPA and NYSDEC within the upstate watersheds. The positions will oversee
contracts and compliance monitoring ($1.7 million). J

the Department will add thirteen new positions under Water and Sewer Operations to help maintain and
improvp operations of facilities that chlorinate the City’s water supply ($1.0 million).

ffi

f
I i

Financial Review
' i

The Department of Environmental Protection’s 2002 Executive Budget provides $677.7 million in operating
expenses, an increase of $27.2 million from the amount forecast in 2001. It also provides capital commitments
6f $2.1 billion in Water Finance Authority Funds, $8.7 million in City funds and $76.6 million in Stale funds for
a total of $2.23 billion.
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Productivity and Restructuring Initiatives
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• the Department will continue managing its successful program regarding the disposal of dewatered sludge
(or biosolids) produced from the City’s wastewater treatment plants (WTPs). Through private vendors,
the biosolids are transported throughout the country for beneficial use (i.e. compost and fertilizer).

to upstate
iCB), and
data used

issued and
dll oversee

• eight positions will be added to the Bureau of Water Supply to oversee and manage the contracts and
upgrades of approximately 115 non-City owned wastewater treatment plants located within the upstate
watershed. These positions will also review other watershed projects to ensure their compliance with
stormwater regulations ($0.4 million).

the Department will continue to contract for sewer dragging services for Springfield Gardens in Queens
andTor the Third Avenue in Brooklyn to alleviate the accumulation of silt during 2002.

the Bureau of Water and Sewer Operation will contract with private vendors who will carry the materials
froni cleaning the City’s 140,000 catch basins tb landfills located outside of the City.

I
■ I

, ; / [
• the Department'will evaluate various interim strategies that ensure continued compliance with current

State nitrogen discharge limits prior to implementation of the City’s long-term Comprehensive Nitrogen
Management Plan for its wastewater treatment facilities. 'To ensure compliance DEP will hire twenty-
six employees, at an annual cost of $1.2 million, for various nitrogen removal projects.

/ • DEP expects to expand its program to privatize the reading of water meters to the boroughs of Brooklyn,
Manhattan, and Queens via cooperative agreements with public utilities or other contractors that will
incorporate water meter readings as part of their operations. The reading of customers’ meters in Staten
Island and the Bronx will continue to be performed by private vendors,
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lncreasc/(Decreasej
2001

Forecast

Expenditures '

$300,540$298,427 $299,787 $308,111 $7,571 $8,324

301,731 349,959 341,228 369,630 19,671 28,402

$677,741$600,158 $650,499 $641,015 $27,242Total ' $36,726

\
$566,650I

(720)
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Programmatic Review

Watep Supply Strategies
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899
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2000
Actual

(720)
(353)

Preliminary
Budget

35,580 '
353;

s

!-

! 2001
Forecast

4,889

Personal Service
Other Than

Persohal Service

4,975
^0^

32,396
247

(24)

'86

Personnel (at fiscal year-end) ■
City .. ........
Non-City

• IFA...............
• CD ........ . .................
• Other.......................

Tbtal..i.............. ~

Funding
City .............................
Other Categorical Grants
Capital IFA .............. ;.
State ........................... .
Federal
•JTPA.......
•CD............

; • Other i..........
Intra-City Other .

Ibtal...............

s

st

■I

'i

Summary of Agency Financial Data

($000’s)

1/

35,580 ) 34,860

$600,158 $650,499 $641,015 $677,741

4,612 t 4,889

The federally mandated Surface Water Treatment Rule (SWTR) requires all surface water providers to filter
drinking water unless they can demonstrate that their supply meets increasingly strict federal standards without
a filter system. In 1997, the U.S. Environmental Protection Agency (EPA) gave the City a five-year conditional
waiver from a filtration mandate for the Catskill and Delaware water systems. A filtration plant for the Catskill
and Delaware systems would cost over $4 billion to construct. DEP continues to implement an innovative strategy
to protect and monitor both the upstate source waters and the in-City distribution system. To preserve the source
waters, the Department’s plan includes purchasing environmentally sensitive land around the City’s reservoirs,

' increasing water quality monitoring, upgrading City-owned and rton-City owned WTPs, enhancing laboratory
analysis, and improving agricultural and resource management practices. Within the City, the Department has
focused on various programs to improve the distribution system by eliminating cross connections, improving
valve maintenance, flushing mains, and increasing water sampling and laboratory analyses.

' ' H. : ' ; -' 'I

2002_________
Preliminary Executive

Budget Budget

$29,232 $37,446$613,157 ' $604,943 $642,389

(899) —
(18) -

$277242 $36726
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$8,324

28,402

$36,726

; supply and its effects on water quality.$37,446

(720)

Wartewarer Treatment Initiatives

4

(24)

Customer Services Programs
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In July 1998 Stage One of City Tunnel Number Three'began transporting drinking water to'New York City
residents for the first time. 'Work continues on Stage Two and when completed in 2008, the Tunnel will enhance
and improve the adequacy and dependability of the entire water supply system and improve service and pressure
to the outlying areas of the City. It will also provide the opportunity for the Department to inspect and repair the
other two tunnels, which have been in continuous service since their respective completions in 1917 and 1936.

To aid with the enforcement of the Watershed Rules and Regulations, the City hired 70 additional watershed
police officers during the past two years and seven new officers will be added during 2002. Presently these officers
are divided among the City’s three watersheds where they are presently enhancing security by guarding the
reservoirs and aqueducts from potential polluters. ,rease)

2002
’reliminary

Budget The Croton system; did not receive a waiver from filtration and the City is under federal and state mandate
to construct a water filtration plant. In February 2001, the New York State Court of Appeals ruled that New York
City is required to obtain State legislation authorizing alienation of park land before it could build the Croton
Water Treatment Plant beneath the Mosholu Golf Course and Driving Range within Van Cortlandt Park in the
Bronx. This decision, reversing a lower Federal court decision which determined there was no alienation because
the plant would be entirely below ground and parkland would be restored above it, will result in a delay in the
construction of the Croton Plant. The City will be moving ahead on several paths simultaneously; seeking state
legislation authorizing the City to construct and operate the plant at the Mosholu site; evaluating other siting
alternatives: and evaluating when and how the Croton System will be used as part of the City’s overall water

The renegotiated federal coiisent order governing the disposal of New York City’s dewatered sludge (or
biosolids) allows the City to replace its prior management program with an Improved and more cost-effective
program. Beginning in 1999, under the new program, DEP's biosolids disposal strategy has realized annual cost
savings of approximately $45 million while obtaining greater environmental benefits through increased recycling
or reuse. The Department will continue managing this'successful program in 2002, with 100 percent of i^s
idewatered sludge beneficially used at a projected cost of approximately $50 million.

According to a recent Harbor Survey issued by the Department, water quality in New York Harbor and its
sunounding'rivers continues to improve. The Harbor Survey has provided ongoing monitoring of water quality
at 53 sampling stations throughout the Harbor since 1909. For example, coliform bacterial counts, which are

I indicators of sewage pollution, have continued to decline and, since 1993, compliance with New York State
' standards continues at the highest levels recorded by this program. Improvements have also been realized in the

measure of dissolved oxygen (DO) in the City’s surrounding waters. DO is a universal indicator of overall water
quality in aquatic systems and it? concentrations in most areas of the Harbor have been notably higher throughout

' the 1990s than in the prior decade. These improvements are primarily in response to the following Department
initiatives: continued wastewater treatment plant (WTP) reconstruction and upgrades throughout the City; the
abatement of illegal discharges; improved surveillance and sewer maintenance; decreased water consumption,
and increased capture of wet weather flows.

' 1
The Department services approximately 828,000 water and sewer customer accounts. Of these, approximately

714,000 are billed for water and sewer services based on metered consumption and 114,000 are billed on an annual
flat-rate system. The accounts billed on a flat-rate basis include approximately 31,000 properties, which are
already metered, but are being billed flat rate during a transition period which requires the owners to install water
saving devices and conduct water leak audits.

$36,726)
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The Bureau of Environmental Compliance responds to hazardous material emergencies, maintains a Citywide
database of facilities containing hazardous materials under its Right-to-Know Program (RTK), monitors emissions
and environmental impacts from alternative fuel vehicles, inspects in-progress asbestos abatements for all City-
owned properties, iiivestigates air quality and noise complaints, maintains four air monitoring stations on Staten
Island, and assists environmental economic development. i

The Department’s outreach program continues to offer communities an opportunity to have local meetings
during which customers can speak directly with customer service representatives about their water and sewer
bills, have inspections performed and billing adjustments made, and learn about water conservation. The meeting.s
target customers from particular communities and focus on the needs of groups of customers with common
concerns and interests including the needs of owners and managers of multiple dwellings, co-ops, and condos
and non-English speaking customers.

DEPhas improved convenience for customers paying their water and sewer bills by entering into an agreement
with privately operated Neighborhood Payment Centers (NPCs). Previously, customers could pay by check or
money order a,t one of the Department’s five borough offices or by mailing their payments to a “lockbox”. Now
they can rriake payments by cash, check, or money order at NPCs. There are currently over 400 NPCs processing
watefrsewer payments. '

As required by the NYS Department of Environmental Conservation and the NYC Water Board, the number
of unmetered accounts has diminished each year as the Department progresses towards its goal of universally
metering all properties; The major goals of universal metering include water conservation, improved water supply
system management and rate equity. Owners of 43,000 unmetered properties were issued $188.0 million in
surcharges on July 1, 2000. Owners of properties that still have not taken steps to have meters installed will
continue to be billed surcharges as part of their annual flat rate bills.

DEP has made significant progress in improving the quality of its water and sewer bills. The percentage of
metered bills based On estimated consumption has been reduced from 42 percent to about 17 percent over the
past 4.5 years. It is anticipated that DEP’s plan to contract for meter reading services City-wide will further reduce
the rate of estimated bills. Since customers are more likely to pay bills based on actual consumption, these
improvements will continue to help DEP meet its collection targets each year.

The Departirient has expanded the use of private contactors to read water meters. After successfully
/ privatizing meter reading in Staten Island and the Bronx, the Department plans to expand the program Citywide

, during 2002. , /

DEP has enhanced the capabilities of its interactive Voice Response (IVR) system so that customers now
hear key information about their accounts including current balance due, payment received, and data from their
last meter reading. In addition, customers may now view current charges, payments and bills for the last year on
the City’s NYCServe Website. During 2002 NYCServe will be enhanced to allow customers to pay their water
iand sewer bills on line with an electronic check or credit card.

'1. , A
i The Department’s conservation progfams will also conduct 12,000 annual surveys for water leaks on
customers’ properties and supply low-flow showerheads and faucet aerators at no cost to its customers. Where
leaks are detected and promptly corrected, customers may qualify for a “forgiveness” program that reduces
increased charges caused by the leaks. The program was recently expanded to service both residential and

5 commercial properties.

' EnvironmeMal Compliance I
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Other Services

and pollution prevention.

it

Overview'

• replacing and extending trunk and distribution water mains ($803.1 million).

• construction of the Croton Water Filtration Plant ($782.8 million).

I

\
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The Asbestos Control Program (ACP) was created to certify asbestos handlers, provide telephone response
service to contractors and the public, provide laboratory analysis of asbestos materials, and inspect asbestos
remediation projects, ACP also inspects the cleanup of parks containing soil and dust contaminated by lead-based
paint (LBP) from,nearby bridges.

of tunnel construction will be in Queens and Manhattan. Stage Two is expected to be operational in
2008t StageOne went into operation in July 1998.

The Department continues to maintain a 24-hour complaint and emergency Help Center, which responds to
infrastructure-related and quality-of-life complaints and monitors the Department’s response to emergencies.
complaints are entered into the automated complaint system and electronically routed to field offices.

Capital Review

• allocating $584.6 million for the continuation of programs upstate to enhance water quality, including
the reconstruction of dams, watershed improvements, land acquisition and programs related to the
Watershed Memorandum of Agreement,

In total, the Ten-Year Capital Strategy provides $9,3 billion from the following sources; $8,9 billion in Water
F^inance Authority Funds; $29,7 million in City funds; and $346,6 million in State funds. The major elements of
the Ten-Year Capital Strategy include:

• coptihuing construction of Stage Two of City Tunnel Number 3 for $519,3 million. Work on this stage

In December 1996, the RTK Program was consolidated into the Division of Emergency Response & Technical
Assessment (DERTA), This Division responds to hazardous material emergencies and inspects chemical facilities
and locations with associated hazardous substance risks. Inspectors identify facilities, conduct investigations,
and issue violations to non-compliant facilities and the Department maintains a Citywide Facility Inventory
database, A Memorandum of Understanding (MOU) was reached between DEP and Con Edison in February
2001 which will allow DEP to inspect approximately 25,000 underground vaults with transformers and/or other
equipment utilizing fluids which may contain polychlorinated biphenyls (PCBs), and Approximately 20,000 pole­
mounted transformers utilizing fluids which may contain PCBs,

meetings
nd sewer
meetings
common

>d condos

' I
'i

Working with local businesses, the Department fosters economic developinent and environmental protection
via its Environmental Economic Development Assistance Unit (EEDAU), This program promotes
environmentally sound business practices and offers assistance to City businesses on issues relating to compliance

• replacing and constructing sewers to improve and expand the collection and transport of storm and waste
( water ($1,2 billion):
' J ' ;

• upgrading the Newtown Creek Wastewater Treatment Plant to provide secondary treatment ($955,6
million), U

187 I
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• remediation of a elosed\City-owned landfill at Pennsylvania Avenue ($8.7 million GO. funds and $46.1
million State funds). i

• retrofitting wastewater treatment facilities and other related projects to reduce the amount of nitrogen
discharged into New York Harbor, Jamaica Bay, and the Long Island Sound ($144.2 million).

• reconstructing or replacing individual components at in-City wastewater treatment facilities to ensure
their continuous and reliable operation ($262.2 million).

Major projects scheduled for 2002 include;

• continuing the Upstate land purchase program which will protect environmentally sensitive land around
the City’s reservoirs ($37.7 million).

• stabilizing in-City wastewater treatment facilities that are in need of system-wide reconstruction to ensure
their continued compliance with mandated permit requirements ($1.7 billion).

• reconstructing in-City wastewater pumping stations, regulators, tide gates, and force mains to minimize
leakage or back-ups in the sewer system ($ 178.1 million).

• implementing initiatives that address water quality problems attributable to combined sewer overflow
(CSO)'discharges into the City’s surrounding waterways during rainstorms. These include an estimated
$250.0 million in New York State funds, as part of the Clean Water/Clean Air Bond Act of 1996, for
various water quality improvement projects that are included in the Ten-Year Plan ($1.0 billion).

• remediating two closed City-owned landfills: Pennsylvania Avenue, and Brookfield Avenue Landfills.
Pennsylvania Avenue is scheduled to be remediated in 2002 and will cost $54.8 million: $8.7 million in
City funds and $46.1 million in State funds. Brookfield Avenue is scheduled to be remediated in 2004

j and will cost $66 million: $21 million in City funds and $45 million in State funds.

• construction of various water quality improvement projects ($150.2 million) including: Alley Creek CSO
($36.5 million). Flushing Bay CSO ($50.0 million), and Paerdegat Basin CSO ($78.4 million).

• retrofitting wastewater treatment facilities and other related projects to reduce the amount of nitrogen
discharged into New York Harbor, Jamaica Bay, and the Long Island Sound ($18.2 million).

• reconstructing or replacing individual components at in-City water pollution control wastewater treatment
facilities, to ensure their continuous and reliable operation ($79.9 million).

• reconstructing in-City wastewater pumping stations, regulators, tide gates, and force mains ($123.0

i

li
I

• construction of Hillview Chlorination Buildingfor ($42.0 million).

• continuing the construction for Stage Two of City Tunnel Number 3 for 2002 ($88.8 million).

• replacing and constructing sewers ($247.1 million).

• upgrading portions of the Newtown Creek Wastewater Treatment Plant ($ 198.2 million).

’!

1
Si.'

i 11

J
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The table below shows capital commitments by program area over the 2000-2005 period.
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• $25.0 million in New York State funds, as part of the Clean Water/Clean Air Bond Act of 1996, for water
quality improvement projects in 2002.

of nitrogen
1).

The 2002-2011 Capital Strategy provides $9.3 billion in funding. The major elements of the Ten-Year Plan
are described below in the context of the four major program areas.

DEP provides water for consumption and fife fighting in the City, and in many upstate communities, by
rtiaintaining 18 reservoirs and three controlled lakes in three watersheds, with a storage capacity of about 550
billion gallons, A network of three aqueducts, three City water tunnels, and 106,312 hydrants, 94,358 valves and
6,794 miles qf water mains are or will be used to convey water from upstate to distribute this water within the
City and to several upstate communities. Highlights of the Ten-Year Capital Plan include construction on Stages
One and Two of City Tunnel Number 3, the replacement and construction of distribution water mains and trunl^s
and improvements to the water supply system upstate.

The Stage One portion of City Tunnel Number 3 is 13 miles long and directs water south from the Hillview
Reservoir in Yonkers, under Central Park Reservoir in Manhattan, east under the East River and Roosevelt Island
to Long Island City in Queens, Tunnel water rises via 14 supply shafts and feeds into the distribution system,

! Construction of Tunnel Number 3, Stage One for the Ten-Year Plan is $332,3 million and includes funds for the
reconstructiqn of the Hillview Reservoir designed to improve both the flow and the quality of water entering City

! Tunnels, Additional projects under Stage 1 include: reconstruction of the chlorination building, reconstruction of
chambers and the design and construction of a concrete cover over the surface of the reservoir, as mandated by
the EPA, The Ten-Year Plan forecasts $519,3 million for continuation of the construction of Stage Two and
consists of two sections: the Brooklyn/Queens section and the Manhattan section. The Brooklyn/Queens portion
of Stage Two stretches from Redhook, Brooklyn to Maspeth, Queens, The Queens portion of Stage Two is being
excavated. The remaining construction work is for various Shafts in Queens and Manhattan,

Cat>ital Commitments
($000’s)

Creek CSO
•n), !

\
/

The Ten-Year Plan includes $782,8 million for the construction of the Croton Water Treatment Plant, The
plant will filter water from, the East-of-Hudson watershed, which furnishes ten percent of the City’s total drinking
water supply. The start of construction was planned for 2001, but has been delayed due to a February 200'1 New
York State Court of Appeals ruling impacting the proposed site.

The Ten-Year Plan forecasts a total of $803,1 million for the replacement and extension of 673,5 miles of
trunk and distribution water mains. The Four-Year total is $452,3 million and $ 107 million is forecasted for 2002,

2000 2001 2002, , 2003 , 2004 2005
Actual Plan Plan Plan Plan Plan

Cii^; All "city All City All "oty All 'city AH Oty AU”
Funds Funds Funds Funds Funds Funds Funds Funds. Funds Funds Funds Funds

Water Pollution;........■....444,368 448,178 1,105,794 1,138,132 1,171,981 1,202,412 1,119,199 1,144,199 655,210 680,210 482,234 507,234
Water Mains.......... ......... 232,953 233,010 528,332 528,332 402,514 402,514 1,003,162 1,003,162 239,161 239,161 107,339 107,339
Seweis ...... . .........,....... 251,491 251,625 175,406 176,011 247,192 247,192 200,625 200,625 108,203 108,203 98,812 98,812
Water Supply i........ ;..... 97,265 ' 97,26.5 169,993 169,993 112,771 1'12,771 272,000 272,000 430,000 430,000 46,800 46,800
Equipment ......... . 75,249 86,319 135,124 212,561 155,198 201,329 41,840 41,840 55,723 100,723 46,723 46,723
Total .................. ........1,101,328 1,116,397 2,114,649 2,225,029 2,089,656 256^2'^63^ 2,661,826 14885^ 1'5^597 781,908 806,908

zs^aass ssxbssbxbs asasesasasa ssssssssa ssaaassaai /sasassassa assaamv aaaosas ssaauissseia s=c=3=i maasnn Bsaaasaaaaa
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III 2002, the plan forecasts $247.1 million in spending for the replacement and construction of approximately
112 miles of sewers, including $18.0 million for sewers in Rockaway Boulevard, Queens and $9.4 million for
sewers in Chester Avenue in Staten Island.

The Ten-Year Plan provides an overall total of $584.6 million for projects in the upstate watershed, of which
$515.4 million is scheduled for the first four years. DEP plans to commit $204.8 million for the reconstruction
of various City-owned dams. The City will spend $87.7 million in the Ten-Year Plan to acquire environmentally
sensitive land in the watershed region. In total, the City will spend approximately $260 million to selectively
acquire land, either through outright purchase or through conservation easements, within the watershed that
contains streams, wetlands, floodplains and other areas that are critical to maintaining high water quality. In total,
the City has acquired or entered into option agreements to acquire over 30,000 acres in the watershed.

This effort will replace chronically failing six-inch water mains in Brooklyn and Queens (Manhattan and the
Bronx are largely completed and six-inch replacements in Staten Island are outside the years of this Plan) and
will include $50.0 million for trunk main extension in the former Jamaica Water Supply Company service area
in Queens. ; H

SlI

iif

For the Sewer program, the Ten-Year Capital Plan allocates a total of $1.2 billion for the replacement,
construction and expansion of approximately 602 miles of the City’s sewer system to improve the collection and
transport of storm and wastewater. The Ten-Year Capital Strategy provide.s $40.4 million for the programmatic
replacement and reconstruction of deteriorating sewers Citywide. $46.7 million is scheduled for the replacement
and augmentation of sewers to enhance capacity where required by population increases and economic
developinent projects. As required by the State’s Clean Water Act, $9.0 million is provided in 2003 for the
construction df separate storm and sanitary sewers and the abatement of combined sewer overflows in the Coney
Island drainage area. $522.3 million is allocated for the replacement of sewers experiencing chronic malfunctions
that may cause flooding or potential health hazards. The System will be extended into new areas that arc currently
underserved, primarily in Queens and Staten Island, for $553.3 million.

During the Four-Year Capital Plan, approximately 329 miles of sewers will be replaced at a cost of $652.8
million. Major projects include the installation of new sewers in the Springfield Gardens / Rockaway Boulevard

i area of Queens at a cost of $53.2 million and the installation of new sewers in Vernon Avenue, Staten Island at a
/'Cost of $11.61 million.

I I ■ i
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DEP’s Bureau of Wastewater Treatment operates 14 wastewater treatment plants (WTPs), one storm-overflow
retention facility, 89 wastewater pumping stations, nine laboratories, eight sludge dewatering facilities and three
inner-harbor sludge transport vessels. On average each day, these facilities treat approximately 1.3 billion gallons
of dry-weather sewage and handle approximately 1,200 wet-tons of sludge. The Ten-Year Plan for Wastewater
Treatment projects is $4.3 billion', including $250.0 million of State funds. The Four-Year Plan forecasts $3.5
billion in funding for Wastewater Treatment projects including $100 million in State funds.

DEP operates and maintains over 6,400 miles of sanitary, storm and combined sewers. Approximately 70
percent of the existing system is composed of combined sewers that carry both storm and wastewater to the City’s
14 wastewater treatment plants for treatment. The sewage collection system, which is divided into 14 drainage
areks, also includes 131,243 catch basins and approximately 5,000 seepage basins to prevent flooding and sewer
backups. / (

t
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The Ten-Year Plan provides $262.2 million for the reconstruction or replacement of individual components
at DEP’s sewage treatment facilities required for continued reliable operations. These components encompass
valves, pumps, boilers, generators and other mechanical equipment: The Four-Year Plan provides $164.2 million
in funding for this function including $79.9 million for various improvetnents in 2002.
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Portions of the City’s water bodies have been identified as having significant water quality impacts in part
from combined sewer overflow (CSO) discharges. The Ten-Year Plan provides $760.8 million for the study,
design and implementation of CSO abatement projects that includes the following; Flushing Bay; Paerdegat Basin;
Hunts Point; Alley Creek; Jamaica Bay (26th Ward); and the Gowanus Canal. These include $250 million that
the Department is forecasting in State funds, as part of the Clean Water/Clean Air Bond Act of 1996, for various
water quality improvement projects. The Four-Year Plan provides $698.3 million in total funding for various
water quality imprqvement projects. The 2002 Capital Commitment Plan consists of: $50.1 million for the
continued construction of the Flushing Bay CSO Tank; $78.4 million towards the construction of the Paerdegat
Basin CSO Tank; and $36.5 million to alleviate flooding and sewer discharges in the Alley Creek section of

' The Ten-Year Plan allocates $178.1 million for the reconstruction of wastewater pumping stations, regulators,
tide gates, and force mains. The System’s 89 pumping stations are used to convey wastewater over long distances,
to drain low-lying areas, and to lift flows to WTPs. The Four-Year Plan includes $154.5 million for this function
including $100.5 million forecast in 2002 for improvements to the Avenue V Pumping Station in Brooklyn.

The Ten-Year Plan includes $1.2 billion for consent decree upgrading and construction projects for wat^r
pollution control facilities. The largest of these projects is $955.6 million for the continued upgrade of the Newtown
Creek WTP to provide full secondary treatment ($2.2 billion total cost). The Department will also complete work
at the North River, Owls Head and Coney Island WTPs. The Four-Year Plan included $874.1 million in funding
with $ 198.2 million forecast in 2002 for the Newtown Creek WTP upgrade.

The Teh-Yeai; Plan has scheduled $ 1.7 billion for the stabilization of wastewater treatment facilities that are
in need of system-wide reconstruction to ensure their continued compliance, with mandated permit requirements
into the future. These facilities include, the Bowery Bay, Wards Island, 26th W'ard, Tallman Island, Jamaica, and
Hunts Point WPCPs and the Spring Creek storm overflow retention facility./The Four-Year Plan includes $1.3
billion for plant stabilization projects. The Capital Plan for 2002 includes $200.8 million for improvements at
Hunts Point WTP, $143.0 million for improvements in the Jamaica WTP and $111.8 million for improvements
in Ward’s Island WTP

The Long Island Sound Study (LISS) is a joint federal-state-local (the states being New York and Connecticut)
program to identify the Sound’s major environmental problems and to develop an appropriate management plan.
The United States Environmental Protection Agency (USEPA) is the lead agency in the LISS, which has identified
hypoxia, or low levels of dissolved oxygen, as the issue of greatest concern in the Long Island Sound. Hypoxia
is the result of a chain reaction beginning with high levels of nutrients, largely nitrogen. In addition to natural
sources, other nutrient sources include: effluent from sewage treatment plants, storm water fun-off carrying lawn
and agricultural fertilizers, organic materials, and air-deposited nitrate substances. The first phase of the Study
has been completed and a Comprehensive Conservation and Management Plan has been adopted by the participants
to reverse the adverse impacts associated with hypoxia in the Long Island Sound. The City has entered info
agreements as part of its State Pollution Discharge Elimination System (SPDES) permits to undertake certain
measures to control nitrogen levels. The Ten-Year Plan includes $144.2 million for the Department’s Biological
Nutrient Removal (BNR) pfogram, which provides for the retrofitting of its facilities and other related projects
to reduce the amount of nitrogen discharged into New York Harbor, Jamaica Bay and the Long Island Sound.
The Four-Year Plan consists of $ 111.2 million for this function. ;

■ J
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The Ten-Year Plan totals $506.7 million for this category that is funded as follows; $30.1 million in City
General Obligation funding, $91.1 million in State funds, and $385.5 million in Water Authority funding. The
plan includes the remediation of closed landfills, water meter installation, vehicles, computer equipment, facility
purchase and the relocation of utility mains for sewer and water projects.

The Department will continue installing meters for all 828,000 residential and commercial customers and
replacing approximately 85,000 meters that were installed prior to the beginning of the Universal Metering
Program in 1988 at a cost of $67.6 million in the Ten-Year Plan. The meter program allows the Department to
charge customers for actual usage rather than on an estimated usage based on property characteristics, thus
providing more equitable billing, encouraging water conservation, and allowing better water management. An
additional $36 million is allocated for plumbing retrofit rebates for participants in the multiple dwelling
conservation program, which is expected to begin in 2002. /

DEP will remediate two landfills previously operated by the Department of Sanitation. As a result of past
illegal dumping which occurred at these sites, they have been (placed on the State list of inactive hazardous waste
sites. DEP will supervise the remediation of Brookfield Avenue and Pennsylvania Avenue Landfills, which are
both in the design phase lor landfill caps, landfill gas collection and disposal systems and stormwater management
systems. Remediation of Pennsylvania Avenue Landfill, scheduled for 2002, will cost $54.9 million, of which
$8.7 million will be funded by City GO. funds and $46.2 million funded by State funds. Remediation of Brookfield
Avenue Landfill, scheduled for 2004, will cost $66.0 million, of which $21.0 million will be funded by City GO.
funds and $45.0 million funded by State funds.
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Revenue Forecast

Expense Budget Highlights

Budgetary Priorities; Providing Core Services
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• over $28.6 million in 2002 for the operation of the Staten Island Ferry and private ferry service.

• funding of $20.9 million for the maintenance of over 11,000 traffic signalized intersections. Citywide.

• an allocation of $19.5 million for the maintenance of over 325,000 streetlights, Citywide.

• approximately $ 11.5 million in 2002 for the maintenance and cleaning of the City’s arterial highways.
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The Department of Transportation (DOT) reconstructs, maintains and operates City bridges, maintains and
resurfaces City streets and arterial highways, plans for street reconstruction, manages the streetlighting system
and traffic signal network, maintains and collects revenue from parking meters, operates parking facilities, helps
regulate traffic flow, coordinates transportation planning, oversees subsidized bus and private ferry operations,

• over $14.9 million for the preventive maintenance, cleaning, and painting of the City’s bridges.

• an allocation of approximately $10.9 million to repair hazardous, or potentially hazardous safety and
structural conditions on bridges, known as bridge “flags.”

The Department of Transportation collects revenue from parking meters and garages, franchises, concessions,
street opening permits, and ferry vehicle fares. In 2002, it is projected that the Department will collect $155.9
million in revenue, $1.6 million less than in 2001. The decrease is attributable to the loss of revenue expected as
several parking facilities are sold in 2001.

Streamlining •

• a savings of $694,000 annually resulting from the reduction of eleven Bridge operators made possible
through the U.S. Coast Guard’s approval of advance notice openings for a total of twenty-two mechanical
waterway bridges. As a result, only three other bridges will require no advance notice for openings.

• a decrease of $900,000 in ferry terminal repair costs realized through the advancement of the constriction
of a new Whitehall Ferry Terminal. The demolition of portions of the existing temporary facility is currently
underway aind the completion of the new terminal is scheduled for November 2003.

The Department’s 2002 Executive Budget provides for operating expenses of $459.2 million, a decrease of
$54.4 million from the amount forecast for 2001. This decrease is primarily the result of Federal and State grants
expiring at the end of 2001, but which are expected to be renewed during 2002, Capital commitments of almost
$1.5 billion are also provided for 2002i including $401.3 million in Federal and State funding.
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Summary of Agency'Financial Data,
($000’s)
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(1,374)
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(18,665)
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2,000
(30,607)
(10,957)

($54,352)

ExperiditureS
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2
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55

//
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• CD ..
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$257,733
1,115

44,784
89,342

1,076
2

1,080

2221.
Preliminary

Budget

• a reduction of $294,000 through the replacement of 27 street maintenance positions with seasonal positions.
This replacement will provide the necessary personnel during the street resurfacing season only.

• a savings of $325,000 in City funds resulting from the merger of ten positions in the Communications
Center with the Traffic Management Center. This merger will enhance DOT’s ability to respond to
emergency situations through the use of its surveillance cameras and signal control and communication
systems. ;

$264,243
1,374 \

82,201
61,413

Personnel^at fiscal year-end)
City ....................?....

I
I,

■(

i

I ■

• a Reduction of $66,000 made possible by the replacement of guard services at the West 158th Street and
Kew Loop Street and Arterial Maintenance facilities with other security measures.

j
i

J
86,303 84,521
33,844 , 42,748

''i

$272,108 $267,174

— 2,000
11,077 11,132
51,671 51,671

$455,003 $459,246

Funding
City ...' .. ...................
Other Categorical Grants
Capital IFA ........ .........
State ......................... ...
Federal ?

• JTPAk....................
•CDJ.L........ ...........
• Oth^rL ........ .............

Intra-City Other .. .........

Ibtal ........

2002 ?
Preliminary Executive

Budget J Budget

' 3,945

23,176 i 41,739
48,650; 62,628

$464,801; '"$513,598
/ .

$222,151 $233,248 $209,378 ! $2'11,033 ($22,215) $1,655

242,650 280,350 245,625 248,213 (32,137) 2,588
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The Bureau of Bridges is responsible for the reconstruction, repair, maintenance and operation of 848 bridge
and tunnel structures. In 2002, the Bureau of Bridges will be staffed with 841 positions and have an operating
budget of $57.7 million, a decrease of $6.2 million from the amount forecast for 2001, due to the expiration of
Federal grants which the City will re-apply for in 2002.
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Highway Operations

The Bureau of Highway Operations is responsible for maintaining approximately 5,700 linear miles of City
streets and arterial highways. In 2002, this Bureau will be staffed by 983 full time and over 230 seasonal positions
with a budget totaling $92.8 million, a decrease of $4.5 million from the amount forecast for 2001. This decrease
is primarily attributable to Federal and State grants which expire at the end of 2001, but which the City will re­
apply for in 2002. \

The Bridge program in the 2002 Executive Budget continues the City’s commitment to preserve and maintain
its infrastructure, The Bridge “Flag” Repair program corrects structural and safety deficiencies on bridges by
using both in-house and contract forces. The Executive Budget provides $17.8 million in 2002 for the “Flag”
and Corrective Repair programs. Of that amount, $4.3 million is provided for contracts to help reduce the backlog
of “yellow” and “safety” flags and to keep current on all new occurrences of “red” flags. The in-house staff of
over 170 positions for “flag” and corrective repair has been maintained at current levels. Flag Repair is also
performed by the Department’s Capital contractors doing large-scale reconstruction work on the East River
Bridges. As a result of these combined strategies there is no backlog of the more serious “red” or emergency
structural flags. ' \

While the City is continuing to downsize its workforce, the preservatioii of its infrastructure remains a priority.
Tnie preventive maintenance program will have a workforce of 246 positions for the oiling, sweeping, cleaning,
washing, electrical maintenance and spot and salt splash zone painting of the City’s bridges. Operating in
conjunction with the expense-funded program, the Capital Budget also funds large-scale bridge protective coating
programs.

The City will strive to ensure that its streets remain smooth through its in-liouse and contract resurfacing
programs, with 211,3 linear miles (713.6 lane miles) to be resurfaced in 2002. The City also intends to repair
approximately 25,000 small street defects in 2002, in addition to other street defects addressed in the street
resurfacing prograrh. Currently, over 84 percent of the City’s 5,700 linear miles of street surfaces are fated in
good condition.

In an effort to maintain the arterial highways within the City and increase community participation, the
Departinent will continue its successful Adopt-a-Highway Progfam, whereby sponsors adopt up to 362 miles of

$4,243
I

2,588
$4,243 '

I

!

To complement the City’s commitment to the bridge program, the Federal government will continue to pay
for preventive maintenance tasks on the Manhattan, Williamsburg, Queensborough and Brooklyn Bridges while
these four bridges are under capital reconstruction. \ ,

This continuing and expanding commitment to the City’s bridge program, in conjunction with a Ten-Year
Capital Flap of over $6.0 billion and a Four Year Plan of $3.1 billion, will result in an extensive bridge system
in good condition, with lower future capital reconstruction costs, fewer emergency repairs, and a more cost
effective maintenance and repair program.
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highway and contribute funding for the cleaning and maintenance of the roadside. In conjunction with City and
private funding, the Department also utilizes State aid to perform both maintenance and safety structure repair
activities. Currently, the Department cleans and maintains 200 miles of arterials annually with a staff of over 200.

The Bureau of Traffic Operations maintains and collects revenue from approximately 71,500 metered spaces,
operates 58 municipal parking facilities, and installs and maintains approximately one million traffic signs,
approximaitely 11,000 signalized intersections, and over 325,000 streetlights. The 2002 Executive Budget provide.s
for 1,050 positions and $169.7 million, a decrease of $28.6 million from the amount forecast for 2001. As with
the Highway Operations budget, this decrease is a result of ^Federal and State grants temporarily expiring at the
end of 2001. T/he 2002 Executive Budget provides $40.4 milliori for the continued maintenance of streetlights
and traffic signals.

■ ' / 1 ' ' ' . /

In an ongoing effort to enhance traffic safety, the City will continue an expanded Red Light Camera program
in 2002. Designed to promote safe, responsible driving by photographing and fining vehicles “running” red lights,
this program became fiilly operational in 1994 and was quickly expanded to its current level of 30 cameras. By
the start of 2002, DOT will operate 50 cameras at various locations, Citywide. Due to its success in containing
traffic violations, DOT is considering a further expansion of the program.

As part of its efforts to improve the flow of traffic through the City, DOT will install 50 video cameras at
various intersections throughout the City. This will bring the total number of DOT operated cameras up to 100.
By improving the City’s responsiveness to accidents, breakdowns and other traffic blockages, this program will
allow the City to ameliorate the effects of congestion. These additional cameras will improve DOT’s ability to
provide traffic reports (updated every 15 minutes) on its 1-800-DOT-MOVE public information line. Furthermore,

; as of January 2001, up to 24 locations monitored by these cameras have been available for public viewing on the
DOT websjte for improved trip planning.

By increasing the number of streets checked regularly by the Highway Inspector Quality Assurance (HIQA)
program, DOT will further reduce traffic congestion and improve the quality of street cut restorations. DOT plans
to increase: the number of streets monitored by HIQA inspectors from 70 percent to 100 percent of streets - thus
creating a disincentive for illegal construction projects. This will have the benefit of reducing congestion due to
illegal construction projects and reduce the number of potholes resulting from noncompliance with City regulations
regarding Utility street cuts.

! ;
Due to the success of the joint New York Power Authority/DOT pilot program for traffic signal red Light

i Emitting Diodes (LED’s) in Queens, the Department has decided to proceed with the installation of an additional
48,500 red and green LED’s in over 3,000 signalized intersections in Queens and Staten Island. After these high-
efficiency bulbs have been fully installed, the City will save approximately $1.6 million per year.

' The Bureau of Transit Operations operates and maintains the Staten Island Ferry and its terminals, regulates
private ferry operations, provides school bus service for disabled pre-kindergarten children, and manages the
subsidized franchise bus program. The 2002 Executive Budget provides for 540 positions and an operating budget
of $91.5 million, a decrease of $11.8 million from the 2001 forecast. This decrease is a result of current Federal
and State grants expiring at the end of 2001.

The Staten Island Ferry is expected to carry approximately 19 million passengers and approximately 360,000
vehicles. In addition, the Department anticipates that the Ferry program will achieve an on-time performance

196 '
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The highlights of the Ten-Year Capital Strategy include:

the useful life of City bridges ($6,0 billion).
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Capital Review

The Department’s 2002-2011 Ten-Year Capital Strategy totals $10,6 billion for the reconstruction of
transportation infrastructure, of which approximately 89 percent is City-funded, The table below shows
commitments by program area over the 2000-2005 period.

• the continued recbnstruction/rehabilitation of the four East River Bridges and the complete
reconstruction/rehabilitatipn of 336 bridge structures. It also includes programs to resurface bridge decks,
replace expansion joints and other bridge components, and apply protective coating treatments to prolong

286,073
171,334
48,276
6,424
7,600

28,750

The Bureau also manages the operating contracts, provides financial management and operating assistance,
and administers the capital program for the subsidized franchise bus program. The program, which includes seven
bus operators, provides local and express service in areas not covered by New York City Transit’s bus network.
This system is expected to carry over 112 million passengers in 2002.

Since the introduction of “One City, One Fare” on July 4, 1997, which eliminated two-fare zones and
established free inlermodal transfers between the subsidized franchise buses and the New York City Transit
(NYCT) system, and the more recent introduction of fare discounts and fixed price transit passes, mass transit
ridership has increased significantly. Ridership on the subsidized franchise buses has, on average, increased
approximately seven percent annually, which is slightly lower than ridership on the NYCT system, which has
increased by approximately nine percent annually. The changes in fare policy have made mass transit more
affordable for the riding public, and have significantly improved the overall, efficiency and usage of the City’s
transportation network. /

\
Capital Commitments

($000’s)

The City currently owns two bus depots, located in College Point, Queens and in Southeast Brooklyn, that
are equipped to fuel and maintain Compressed Natural Gas (CNG) buses. The City has committed to convert its
entire fleet of 1,291 buses to CNG in efforts to minimize the environmental impact of diesel f^l emissions.
Ciinently, 350 buses are CNG-fueled. ’

li __________ __
Highways and Streets ,

I Highway Bridges ...
Waterway Bridges' ...

; lyaffic-............ .
Vehicles/Equipment..
Ferries ............ .
Franchise Transit .,..

Total..,......... .

\/ '

4,300 4,300
2,875 28,750

192,733 227,666 123,234 133,949 408,829 509,493 627,893 743,403
,82,454 86,360 170,394 312,764 98,915 143,915 191,871 201,871
12,853 25,615 42,480 83,936 52,308 119,143 28,932 43,032
7,547 ' 7,547 4,007 4,007 38,608 38,608 4,795 4,795
10,353 10,353 103,324 121,668 120,228 160,028 2,593 2,593 ,
5.944 44,126 6,552 11,170 20,781 145,587 6,190 39,401
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Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds
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subsidized franchise transit program ($242.5 million). /

• the replacement of vehicles for field forces and the upgrading of computer equipment ($ 113.8 million).

Bridges

IHighways
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• the modernization and computerization of the City’s traffic signal network to improve traffic flow, the
upgrade of the streetlighting system, the installation of pavement markings, and the reconstruction of
municipal parking facilities ($479.0 million).

The Final Ten Year Plan for the Bureau of Bridges totals almost $6.0 billion, of which 90 percent is City-
funded. The Plan includes $802,6 million tor the reconstruction of the East River Bridges, including $257.5
million for the reconstruction of the Brooklyn Bridge, $285.9 million for the Manhattan Bridge, $141.3 million
for the Williamsburg Bridge, and $117.9 million for the Queensboro Bridge. The Ten Year Plan will complete
the major reconstruction of all four East River Bridges.

• the Replacement of two City-owned ferry boats, in addition to the replacement boat funded in 2001.
Conkructibn will continue at the new Whitehall Ferry Terminal and St. George Ferry Terminal will undergo
majbr reconstruction ($221.7 million).

• the reconstruction and/or resurfacing of approximately 2,455 linear miles (8,163 lane mi les) of City streets
to maintain and improve their condition. In addition it provides for the installation of pedestrian ramps at
58,621 corners to increase accessibility for the disabled, and the reconstruction of 44.6 million square feet
of sidewalk to reduce defects ($3,6 billion).

• the purchase of CNG-fueled buses, equipment and the rehabilitation of bus facilitie,s for the City’.s

The Ten-Year Plan for the Bureau of Highways totals $3.6 billion of which 94 percent is City-funded. The
Plan provides $2,1 billion for street reconstruction of 346.6 linear miles (1,134.2 lane miles), and $824.0 million
fbr street arid arterial resurfacing of 2,108.4 linear miles (7,029.5 lane miles). The Plan also provides $200.0
million for the installation of pedestrian ramps at 58,621 comers. Another $311.9 million is allocated for the
replacement of over 44.6 million square feet of sidewalks, citywide.

■ ' ! 5
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In the four year period (2002-2005), the Bridge Program totals $3.1 billion, of which 89 percent is City funded.
The Four Year Plan provides $621.6 million for East River Bridge reconstruction, including the rehabilitation of
the superstructures of the Manhattan Bridge and the Williamsburg Bridge as well as the Brooklyn Bridge’s
protective coating and main approaches. Another $1.7 billion is provided in the Four Year Plan to reconstruct 12
“poor” and 78 “fair” bridge structures, including the Willis Avenue Bridge over the Harlem River, the Roosevelt
Avenue Bridge over the Van Wyck Expressway and nine Belt Parkway bridges. The Bridge Life Extension
program, designed to address the capital needs of bridges before total capital reconstruction becomes necessary,
will rehabilitate 64 bridge structures at a cost of over $567.9 million. All bridge structures currently rated “poor”

; will be committed for reconstruction by 2004. In addition, $150.9 million is provided to apply protective coating
treatments t'o various highway and waterway bridges to preserve and enhance their condition.

i f ' A ' '
'ITie 2002 Capital Plan for Bridges totals $653.4 million, including $66.0 million for the protective coating

of the Queensboro Bridge, $58; 1 million for the protective coating of the Brooklyn Bridge, and $423.5 million
for the reconstruction of 3 “poor’’ and 24 “fair” rated bridge structures, including the Third Avenue Bridge over

I the Harlem River and the Belt Parkway Bridge over the Ocean Parkway in Brooklyn.
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The Ten-Year Plan for Transit totals $464.2 million, including $221.7 million for Ferries and $242.5 million
for Franchise Transit. The Plan for Ferries, which is 82 percent City-funded, provides $131.2 million for the
reconstruction or replacement of ferry boats, and $90.5 million for ferry terminal improvements, including $17.6
million for the repair of ferry racks at St. George and Whitehall. The Four Year Plan for ferries totals $174.5
million, including $101.4 million for the reconstruction or replacement of ferry boats, and $73.1 million for ferry
terminal improvements, including $7.8 million for ferry racks.
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The Four-Year Plan for the Bureau of Highways totals $1.4 billion of which 96 percent is City-funded. The
Plan provides $792.7 million for street reconstruction of 145.6 linear miles (478.0 lane miles), and $316.0 million
for street and arterial resurfacing of 837.4 linear miles (2,798.6 lane miles). The Plan also provides $80.0 million
for the installation of pedestrian ramps at 24,653 corners. Another $153.1 million is allocated for the replacement
of over 21.9 million square feet of sidewalks, citywide.

The 2002 Capital Plan for Highways totals $367.7 million and includes $288.6 million for the reconstruction
or resurfacing of 252.3 linear miles (844.7 lane miles) of streets, including the Throgs Neck area in the Bronx,
Fifth Avenue in Brooklyn, and the South Beach area in Staten Island. In addition, the City is considering
constructing a second asphalt plant in order to realize savings in asphalt purchasing contracts, as well as to avoid
a portion of the costs associated with the disposal of asphalt raillihgs produced by bur in-house resurfacing crews.
A second asphaltplant would also provide the environmental benefit of recycling approximately 87,000 tons of
millings annually in the production of new asphalt.

j The 2002 Capital Plan for Traffic totals $119.1 million. This includes $15.6 million for the installation of
approximately 1,000 lampposts and luminaries and the installation of signals at roughly 150 intersections.

1 Additionally, the plan includes $26.8 million for the final two phases of the Traffic Operations Program to Increase
Capapity and Safety (TOPICS) IV initiative - which will connect 2,200 signalized intersections to DOT’s signal
control system in order to improve traffic flow and control in the outer boroughs. The plan also includes $7.6
million for the replacement of 20,000 mechanical parking meters with electronic meters that will improve meter
operability problems and make parking more convenient.

I
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The Ten-Year Plan provides a total of $479.0 million for construction projects supporting Traffic operations.

Of this amount, approximately 78 percent is City funded. This Plan include? $215.1 million for the maintenance,
installation and computerization of the City’s traffic signals and $65.6 million for the maintenance and installation
of streetlights. Additionally, the Plan includes $125.8 million for streetlight and signal projects implemented in
cbnjunciion with the highway and bridge reconstruction program and $15.0 million for the installation of pavement
njarkings in conjunction with the in-house highway resurfacing program. The Plan also includes $34.4 million for
the replacement of electrical distribution systems and $23.1 million for the reconstruction of City parking facilities.

, The Four-Year Plan for Traffic totals $243.2 million, of which 60 percent is City-funded, The Plan provides
$128.5 million for signal installations and maintenance, as well as the computerization and modernization of
signalized intersections to improve the flow of traffic. The Plan includes $34.1 million for the upgrade and
replacement bf lampposts and luminaries for lighting and safety, $41.8 rnillion for signal and streetlight work
associated with the highway and bridge reconstruction programs, $6.5 million for the installation of approximate y
12 million linear feet of thermoplastic markings for traffic control in conjunction with the in-house resurfacing
program, and $ 11 • 1 million for the replacement of 123,000 linear feet of electrical distribution systems along the
City’s street?. In addition, the Plan includes $21,2 million for the rehabilitation of six municipal parking garages
and seven parking lots, ,

199 i
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The 2002 Capital Plan for Ferries totals $160.0 million, including $89.5 million for the shipyard construction
of two of the three Kennedy Class ferry boats. An additional $40.0 million is provided in 2001 for the construction
of the third boat. The 2002 Capital Plan also includes $9.7 million for the continuing reconstruction of the St,
George Ferry Terininal, $7.9 million for the reconstruction of the ferry fueling facility, $4.6 million for the
rehabilitation of the St. George South Viaduct, $4.4 million for the Battery Maritime Building, and $1.5 million
for private ferry slips.

I

V '

/i
I

200 !

The Ten-Year Plan for the Franchise Transit program, of which 13 percent is City-funded, provides $205.9
million for the purchase and inspection of approximately 530 CNG buses, $32.6 million for the construction and
improvement of bus facilities, including $24.0 million for the Construction of three CNG fueling facilities, and
$4 million for other bus-related projects and miscellaneous equipment. All projects are scheduled during the
Four-Year Plan period.

\ \ /
' The 2002 Capital Plan for the Franchise Transit program totals $145.6 million, including $116.4 million for

the scheduled purchase and inspection of over 325 CNG buses, $4.3 million for the construction of a vehicle
emissions lab in Brooklyn, $2.8 million for design of a hew bus depot in Queens, $2.2 million for a mobility
enhancement study and $1.2 million for bus stop signs. The 2002 Capital Plan also includes $15.9 million for
the modification of two bus facilities to make them CNG compatible, pursuant to the City’s policy of reducing
diesel fuel emissions from City-owned buses. '
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HPD collects revenue from residential and commercial tenants occupying in rem buildings, from auctions,
and from negotiated sales. HPD also collects fees for processing tax abatement and exemption applications.

Financial Review

The 2002 Executive Budget for HPD provides $419 million for operating expenses as compared to $402
' million in 2001, an increase of $17 million. Of the total operating expenses, $115 million is for personal services

and the remaining $304 million is for other than personal services. Concurrently, the Four Year Plan allocates
$2 billion in capital to the City’s housing programs over the period 2002-2005.

The Office of Housing Operations, comprised of six divisions, focuses its resources on the maintenance and
upgrading of occupied residential properties, both privately-owned and City-owned in rem buildings, and addresses
emergency repairs where necessary. The Division of Alternative Management Programs (DAMP) administers
“Building Blocks!,” the City’s comprehensive neighborhood redevelopment initiative designed to encourage
neighborhood revival by returning City-owned in rem buildings to responsible private owners. The Division of
Property Management maintains the City’s in rem housing until buildings pan be returned to responsible private
ownership. The Division of Maintenance addresses repairs in privately-owned buildings in response to emergency
violations (including lead paint) issued by code inspectors if the landlord fails to perform the repair. This office
also includes the Division of Code Enforcement (DCE) which enforces the City’s housing code andassists owners
in correcting hazardous conditions and code violations. The Division of Anti-Abandonment, whose primary goal
is to prevent the abandonment and consequential City ownership of distressed buildings, implements the agency’s
PRO-Housing initiative, offering property owners education, investment, and enforcement - or three “Eathways
to Responsible Qwnership”.

The Department of Housing Preservation and Development (HPD) is responsible for the preservation,
rehabilitation and expansion of New York City’s housing stock. HPD serves as a catalyst for private investment
and economic reintegration of communities with, the greatest need. As reflected in the 2002 Executive Budget,
the agency will stimulate the preservation and development of affordable housing through direct investment and
the provision of loans and other forms of financial assistance. The agency will also continue to enforce compliance
with housing quality standards and maximize neighborhood ownership and management of housing by soliciting
local participation in its disposition and development programs. Two offices manage the bulk of the HPD’s
programs. I
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The Office of Development, through its three divisions, provides affordable housing opportunities by promoting
the construction of new homes and apartments on formerly City-owned vacant land and by reconstructing and
selling vacaht and occupied buildings. Through various neighborhood initiatives and homeownership programs,
the Division of New Construction builds new homes, making HPD the most prolific developer of affordable
housing in the nation. To encourage private construction, rehabilitation, and economic development, the Division
of Housing Finance provides loans for supportive housing development and uses a variety of tools, including
Tax-Incentive Programs, low-interest loans, and Low Income Housing Tax Credit allotments. The Division of
Housing Supervision regulates the approximately 60,000 apartments in 141 Mitchell-Lama rental and co-op
housing coihpanies.

I ' '
The Office of Legal Affairs provides legal services in the Agency’s pursuit of housing development and

1 preservation. The Office of Planning and Intergovernmental Affairs, the Office of Community Partnerships, and
the Office of Administration/Technical Services and Equal Opportunity provide support for the above programs.
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The agency maintains core services in in rem property management, tenant-landlord assistance, housing
maintenance .code Enforcement, development of new affordable housing, and preservation of privately-owned
housing. !

• Funding is’maintained for HPD’s’Emergency Repair Isogram (ERP) to remove hazardous conditions in
private buildings where landlords have been negligent in correcting violations detrimental to the life, health
or safety of tenants.

• In an effort to reduce future management costs and to improve the quality of occupied in rem housing,
$175 million is allocated in the capital budget for the agency’s disposition programs in 2()()2. HPD has
developed programmatic and financial mechanisms to accelerate the transfer of City-owned occupied
buildings to tenants and neighborhood-based not-for-profit and for-profit housing organizations. These
programs are Tenant Interim Lease (TIL), Neighborhood Entrepreneurs (NEP), Neighborhood
Redevelopment (NRP) and Neighborhood Homes.

i

\

• In an effort to expedite permanent placements for families who have been evacuated from their homes due
to fire, demolition or unsafe building conditions, $3 million has been added to HPD’s emergency services
bufeau expense budget in 2002. This homeless diversion program will assist families, temporarily housed
in HPD shelters, to reclaim their original apartments or to find alternate apartments in public housing or
in the private market.

multiple dwelling registrations, document searches, administrative costs, and the management of municipal and
Mitchell-Lama loans. Revenues generated by the agency will be $85.2 million in 2002, $21.1 million more than
the amount for 2001. the 2002 increase is primarily attributable to non-recurring revenue from negotiated land
sales offset by the one-time collection of fees in 2001 from various programs. Additional decreases reflect
reductions in in rem rental income due to the disposition of in rem units to the private sector.

Expense Budget Highlights
r ' ' ■ '

Priorities: Providing Core Services
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17,813
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2002
Preliminary

Budget

176,423
147,904

9,966
$418,740

Expenditures i
Personal Service, .
Other Than ......

Personal Service

Total ....... .1..

175,398
66,267

9,987
$331,772

1,025
81,637

(21)
$86,968

J
10

HPD will implement a $1.2 billion housing plan, comprised of three new initiatives, using City capital and
other public resources to leverage private equity to create, rehabilitate, and preserve housing. The Vacant Buildings

' initiative projects to return 1,100 of the remaining 1,300 vacant City-owned in rem units to the private sector in
2002-2005. Over the same four year period, the Housing Preservation initiative will transfer 5,900 units in
deteriorating, tax-delinquent buildings to responsible new landlords to prevent them from falling info City-
ownership. The Mixed-Use initiative will expand the ANCHOR program to create 3,067 new units and 875,000
square feet of commercial space in mixed-use resident!al/commercial developments. This housing plan is
conditioned on reforming the department of Buildings and the Building Gode, rezoning land for residential
development, and eliminating organized crime influence from the construction industry.

Summary of Agency Financial Data
(SOOO’s)

$67,741
/ —

15,887
,1 819

i HPD’s budgeted headcount of 2,711 positions is funded at $115 million, $27 million of which is City funds.
1 Funding for other than personal services amounts to $304 million, $40 million of which is City funds.

; Funding ;
City ......... ;.;............
Other Categorical Grants
Capital IFA .......
State.. ........
Federal
;• JTPA .........
• CD ......... '

, • Other ..... ...
Intra-City Other .. .........
Total......................... ..

I “

Personnel (at fiscal year-end)
City ............................
Non-City

• IFA .. . . . ..........
• CD :............... .......
• Other............... .

15,870 15,749
819 ' 819

$111,346 $115,196 $114,336 $115,151

$69,535 $63,552

2002________
Preliminary Executive

Budget Budget

2,465
asasms aaa

2,701 2,711

272,790 375,275 217,436 ' 303,589 (71,686) 86,153
$384,136 $490,471 $331,772 $418,740 “"($71^) $86,968

203 !
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Development

The Office of Development is responsible for HPD’s housing production functions. Its Division of New

The Office of Housing Operations also includes the Division of Anti-Abandonment (DAA) which, through
the passage of Local Law 37, identifies, monitors arid recommends treatment for distressed buildings. DAA, by
coordinating the third party transfer process to convey approximately 5,900 units in tax-delinquent buildings to
responsible new owners, will administer the new Housing Preservation initiative, for which $278 million has
been budgeted over 2002-2005. The DAA is/also responsible for making loans to private owners for capital
improvements through the Participation Loan Program and Article 8A programs.

The Division of Code Enforcernent (DCE) enforces compliance with the City’.s Housing Maintenance Code
and the New York State Multiple Dwelling Law and responds to complaints concerning possible housing violations
such as the labk of heat, water, or electricity. DCE also provides emergency housing for victims of fires and other
disasters. In 2002, field inspectors are projected to conduct an estimated 152,000 inspections, issue 290,000

I violations (including over 15,000 lead paint violations), and reinspect 325,000 violations. In addition, DCE is
/ budgeted at ^12 million in capital and expense funds to demolish and seal vacant and unsafe buildings.

i ■ ; ' ' ■ L '

The Office of Housing Operations’s Division of Property Management (DPM) will maintain an average of
7,413 City-owned in rem residential units in occupied multiple dwellings and in occupied one- and two-family
homes in 2002. The workload is expected to decline by approximately 3,464 units during 2002 through disposition
initiatives and other outtake mechanisms. DPM also relocates households and businesses pursuant to approved
urban renewal plan§.

! ■ ;

The Division pf Alternative Management Programs (DAMP) within the Office of Housing Operations
promotes the rehabilitation, management, and ownership of occupied City-owned buildings by tenant, not-for-
profit, and for-profit housing organizations. New emphasis has been placed on the privatization of City-owned
housing units through a variety of sales and management mechanisms. DAMP also administers the Article 7A

’ Program, which manages and funds necessary repairs for privately owned buildings that have been effectively
; abandoned. / । /

The Division of Maintenance (DOM) enforces the City’s housing code, assists small property owners with
financial and maintenance issues, and assists owners iri removing hazardous conditions. DOM enforces
compliance with the City’s housing code by responding to heat, hot water, and the most critical non-hcat emergency
complaints from tenants. Under DOM’s Emergency Repair Program, the City corrects immediately hazardous
conditions in private buildirigs where landlords have been negligent and places liens on properties for the cost of
repairs, fuel deliveries, window guard installations, and lead paint abatenrtent. Funding is provided in 2002 to
respond to an estimated 69,000 emergency certifications and to issue approximately 18,000 repair orders.

I
' Construction prorriotes the construction of new homes and apartments on formerly vacant City-owned land.
i Activity for 2002 includes the construction of over 1,500 units in new one- to three-family homes, multiple

; dwellings and mixed-use multiple dwellings. These owner-occupied housing units will be built on City-owned
land with City capital subsidies for construction and associated costs. This Division will be responsible for the
new Mixed-Use development initiative funded at $332 million for the construction of mixed residential/commercial
developments over the next four years. Through the Alliance for Neighborhood Commerce, Home Ownership
ahd Revitalization (ANCHOR), HPD combines retail development along targeted commercial corridors with new
housing construction to generate'economic activity and provide neighborhood services in revived residential
communities. HPD will also continue the development of long-term, large-scale projects for both homeowners
and rental tenants in selected neighborhoods in Brooklyn, the Bronx, Manhattan, and Queens 2002-2005.



NYC 9/11 Public Portal Document

Capital Review

205
\

NYC-WTC_000195701

average of
wo-family
iisposition
I approved

)perations
It, not-for-
ity-owned
\rticle 7A
jffectively

1, through
DAA, by

hidings to
lillion has
or capital

/ners with
! enforces
mergency
hazardous
the cost of
n 2002 to
lers.

The Office of Development’s Division of Housing Finance administers multi-family and small building
disposition and loan programs. Through these programs, vacant City-owned buildings are rehabilitated and
returned to the private housing market. This division is also responsible for the Supportive Housing Program,
which over 2002-2005 will produce approximately 1,200 units pf supportive housing for mentally-ill and low-
income New Yorkers, as well as for people with HIV/AIDS.

Vacant buildings seized through tax foreclosure will be returned to the private sector primarily through the
newly initiated Vacant Buildings Program, while the existing Homeworks and StoreWorks programs will continue
through 2003. Fifty-two million dollars budgeted over the Four Year period in these three programs will produce
roughly 1,300 rehabilitated owner-occupied residential, rental residential, and rental retail units.
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i The Four Year Plan also includes funds for new construction projects to promote homeownership to families
' at various income levels. New Homes (NYC Housing Partnership) and Nehemiah provide for the construction

of one- to three-family homes. The new Mixed Use program will fund new construction of mixed
; residential/cbmmercial developments, producing roughly 3,000 rental residential units and 875,000 square feet

of retail space. Along with ANCHOR, these programs form the basis for the new construction projects being
built in conjunction with large-scale neighborhood redevelopment programs in Brooklyn, the Bronx, Manhattan,
and Queens. i

The 2002-2005 Four Year Capital Plan for HPD is $2.0 billion, including $1.4 billion in City funding and
$539 million in non-City funds. The agency continues to use its City capital sources to leverage State and Federal
funds as well as substantial private equity (which does not flow through the City’s capital budget). The Four Year
Plan reflects the City’s continuing commitment to affordable housing by funding the creation and preservation
of units in City-qwned and privately-owned buildings. /

/
Under the Four Year Plan, the City will continue to pursue the “Buildingflocks I” strategy: the rehabilitation

and sale of City-owned in rem residential buildings to responsible private owners, including tenant cooperatives,
not-for-profit organizations, and local entrepreneurs. A total of $843 million is provided to fund the occupied in rem
programs under this strategy, namely TIL, NEP, NRP, and Neighborhood Hofnes. This allocation will promote the
disposition of roughly 9,100 housing units to private owners over 2002-2005. Through the use of asset sales and
the tax exemption certificate program, HPD will be able to transfer additional housing units to the private sector.

Concurrently, the City will enhance its efforts to prevent abandonment of privately-owned buildings and
forestall their entry into City ownership by investing $531 million in programs providing financial and technical
assistance to private landlords. The City will combine its current loan programs, such as Participation Loan (PLP),
Article 7A (7A), Article 8A (8A), Small Homes Private (SHP), Home Improvement (HIP), and Senior Citizen
Home Assistance (SCHAP), with the new Housing Preservation initiative. The Housing Preservation initiative
will allow for tax delinquent property to be transferred to responsible new owners without the City taking title in
the interim:: ;
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• Treatment and disposition of occupied, City-owned buildings — rehabilitation begins for approximately
3,800 units in 2002 through the privatization initiatives ($264 million); 9,100 units will be rehabilitated
in the 2002-2005 period ($843 million).

The table below shows capital commitments by Ten Year Plan category over the 2001-2005 period, including
actual commitments for 2000.

Capital Commitments
' (SOOO’s)

• Production of supportive housing — funding for the creation of over 1,200 units for homeless and low-
income single adults and persoiis with AIDS in the 2002-2005 period ($130 million).

Occupied In-Rem Rehab/
i Privatization i.........7...
Vacant In-Rem Rehab.; ...
New Construction..../....

/ Neighborhood /
I Initiatives......... .

Assistance to Private
Owners ..............

Other Housing Support
Investment___ ........

Total....... ............ .  .....

• Construction of new units — funding for the production of over 9,800 homeownership and rental units in
the 2002-2005 period ($323 million) under the new construction homeownership programs, including the
large $c^e neighborhood projects./

H-'

(
I',

1

. 46,821 154,383 111,576 161,759 120,899 .187,642 126,035 155,187 132.852 160,235 175,460 175,460

, 19,635 ' 19,635 55,483 56,124 21,984 21,984 18,981 18,981 16,358 16,358 27,889 27,889
.$181,867,$294^$338,240$466,24Q $374,295 $552,753 $362,145 $485,127 $3joj^ $433^ $4mJ^ $51^004

9,292 9,292 48,157 48,157

• Reconstruction of vacant buildings — treatment in the 2002-2005 period of 1,300 City-owned vacant units
under the Vacant Buildings, Home Works and Store Works programs ($53 million).

• Assistance to private owners — the Housing Preservation initiative, PLP, 8A, 7A, SHP, HIP and SCRAP
progfams will allow the rehabilitation of 22,000 units in the private sector in the 2002-2005 period ($531
million). f l

9,000 9,000 4,500 4,500
20,600 50,600 20,000 50,000

2000 2001 2002 2003 2004 2005
Actual Plan Plan Plan Plan Plan

civ Aji City All civ All ' "ciiyi XiT" civ AH civ AU”
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds

1,161 852 13,469 13,779 15,740 15,740 12,100 12,100
22,161 22,161 36,357 36,357 20,027 38,827 53,920 68,920

8,662 8,662 30,407 30,407 13,838 13,838 50,585 50,585

J
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In 2002' bCAS will collect S62.0 million in reveriue, $29.8 million less than the amount forecasted in 2001.
The decrease is attributable to non-recurring revenues collected in 2001 for property sales, rents, sales of
(relinquished vehicles, and the sale of mortgages. The Division of Real Estate Services (DRES), the largest revenue
generating component of DCAS, will collect $44.4 million from land sales and rents from commercial properties.

I

Expense Budget Highlights

The Department of Citywide Administrative Services (DCAS) is the principal support agency for the City of
New York. DCAS provides City agencies with various services, including personnel services, real estate services,
facilities management, and municipal supply services.

Budgetary Priorities: Providing Core Services

• The Department’s 2002 Executive Budget provides a total funded budget of $668.1 million. This includes
$453.8 million for goods and services that agencies purchase from DCAS through intra-city agreements
for utilities, municipal supplies, etc.

• The Department’s 2002 Executive Budget provides a total of $569.3 million for the Division of Facilities
Management and Construction (DFMC). DFMC maintains and operates 49 public buildings, including
cdurt facilities, and provides citywide energy management services. Included in the $569.3 million is
$23.5 million in State funding, an increase of $5.5 million from 2001, to provide cleaning services for
court facilities. (

The Department provides municipal supply services to agencies, citywide’. Municipal supply services include
the acquisition, testing, and distribution of supplies and equipment as well as the administration 6'f the citywide
vehicle fleet. DCAS is also responsible for the management and oversight of citywide energy conservation
programs. Additionally, the Department manages the City Store bookstore and publishes the City Record, the
Green Book and other official City publications.

Financial Review

\\
/

I The 2002 Executive Budget for the Department of Citywide Administrative Services provides $668.1 million,
an increase of $35.1 million above the amount forecasted for 2001. This increase is primarily attributed to increases
and adjustments in intra-city sales and one-time savings achieved in 2001. The $231.2 million DCAS Capital
Commitment Plan for 2002 includes $213.7 million for the Public Buildings program and $17.5 million for the
Real Property program.

' , i ' s’

Revenue Forecast

8 $211,998
0 4,500
0 50,000

7 48,157

0 175,460

9 27,889
4 $518(004

The Department’s: personnel services include personnel development and training; civil service administration;
the classification of positions and salary levels; and the formulation and administration of civil service examinations
and license tests. DCAS is also responsible for the administration of the citywide internship and fellowship
programs; and the oversight of the Citywide Equal Employment Opportimity program.

Furtherinore, the Department provides facilities management and maintenance services for 49 City owned
buildings, including court facilities and City owned piers. The Division of Real Estate Services (DRES) is
responsible for the management of the City’s portfolio of leasdd properties, including the acquisition, leasing and

/ sale of non-residential real property. / /

2005
Plan

Aii~
1 Funds
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Personnel (at^scal year-end)
City ..........................
Non-City

• IFA ...J............
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• Other . j L.........

Capital IFA .
State .. ......... ...
Federal

• JTPA ......
• CD ...........
• Other..........

Intra-City Other

Tot^ .........

• The Department’s 2002 Executive Budget provides a total of $14,7 million for the Division of Real Estate
Services (DRES).

; 435

Funding
City ........... .................
Other Categorical Grants

Expenditures
Personal Service ;.....

, Other Than
Personal Servide ....

Summary of Agency Financial Data
($000’s)

1
li

i

1,108 \ 1,087

2002________
Preliminary Executive

Budget Budget
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485,546 550,495 509,637
$564?538 $632,9^ $594,564

$111,873 $109,744 $115,954 $121,390
46,456 57,517 46,158 58,380
5,85 1 7,120 8,02 1 8,021

17,915 18,130 19,116 23,542

$78,992 $82,467 $84,927 $88,409

$668,113 $35,151 $73,549

2 560 — 1,000 440
1,163 2,502 2,000 2,000 (502)

381,277 437,389 403,315 453,780 16,391
$564T538 $6327962 “$594^ ~$66^ $35,T5l
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The Division of Citywide Personnel Services (DCPS) is responsible for the classification of positions and
salaries, civil service administration, personnel development and training, citywide redeployment, and other
special programs such as the Employee Blood Program, the Urban Corps, Public Service Corps, and Leadership
Institute programs/ DCPS also offers Work Experience Program (WEP) participants the opportunity to learn
clerical and office skills. > /

5,436
1,222

The Department is divided into the following five program divisions: the Division of Citywide Personnel
Services (DCPS), the Division of Municipal Supply Services (DMSS), the Division of Facilities Management
and Construction (DFMC), the Division of Real Estate Services (DRES), and the Division of Financial and
Administrative Services. ;

In order to simplify civil service job titles and streamline exam administration, DCPS is continuing its strategy
to consolidate, reclassify, and broadband titles with overlapping functions. The Division continues its efforts to
reduce, eliminate or combine civil service examinations for titles that require similar knowledge and Skills. DCPS
eliminated 14 competitive civil service titles thus far in 2001. In addition, the number of provisional employees
citywide has dropped from 35,937 in January 1994 to the current level of 30,220 - a reduction of 16 percent.
Examinations are administered by DCPS for city and non-city entities such‘as the Metropolitan Transportation
Authority and the New York City Housing Authority. The preliminary plan for examinations in 2002 includes
95 civil service examinations and 30 license examinations. As of March, 66 civil service and 16 license exams
were administered in 2001.

The Office of Citywide Equal Employment Opportunity (OCEEO), an office within DCPS, monitors
compliance with the Citywide Equal Employment Opportunity (EEO) policy. The EEO policy requires agencies
to conduct specialized training programs and document workforce composition. City agencies are required to
report annually to OCEEO on compliance with the EEO policy. OCEEO carries out its monitoring function
through training initiatives, agency site visits, and interviewing City personnel.

Division of Real Estate Services

The Division of Real Estate Services (DRES) offers real property services including broker services, site
searches, lease services, and property acquisition for client agencies. This division also provides architectural
design and project management services for client agencies in both DCAS managed and privately owned space.
The Division manages and oversees approximately 20 City leases as well as the leasing of city owned commercial
properties. DRES manages and disposes of City owned commercial properties acquired through tax foreclosure,
condemnation, and the transfer or surrender of City surplus properties.

The Division effectuated a lease for a space consolidation for the Department of Finance Manhattan Business
■ Center in 2001. Currently, DRES anticipates signing leases for the Department of Finance Bronx Business Center
and for the Human Resource Administration’s Management Information Systems division by the end of 2002.

The Division also provides lease auditing for various client agencies to ensure proper lease billing and
management. Over $10.3 million in recoveries and credits from the Lease Audit Program have been realized
sintel993.
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The Office of Fleet Administration (OFA),' an office within DMSS, oversees citywide vehicle procurement.
the alternative fuel vehicle program, and fleet maintenance for client agencies. Maintenance services are provided
by contracts which have reduced costs by approximately sixty percent. A new fleet management system, the
Maintenance Control and Management System (MCMS), will be completed in 2002. The system will assist OFA
and its client agencies with citywide fleet management.

The Department is currently developing the Citywide Automated Personnel System (NYCAPS). NYCAPS
will store personnel data in a central location. The system will permit oversight agencies and agency personnel
divisions, citywide, to share and access data easily. This will simplify workflow and system management resulting
in more accurate pefsonnel-related information. The Department is conducting connectivity testing with City
agencies and has begun preliminary training on the system software.

The Office of Eilergy Conservation (OEC), an office within DFMC, is the City’s primary energy management
entity. This office develops and reports on the City’s annual energy budget. OEC coordinates with utility companic.s
and processes payments for the City’s electric, gas and steam bills. In addition, OEC establishes, coordinates,
and oversees energy conservation guidelines and programs. The Office participates in and administers the High
Efficiency Lighting Program (HELP), the Energy Cost Reduction Program (ENCORE), and the Cafeteria Lighting

/ Program (CLP). ' /

! Division of Financial and Administrative Services

The Division of Financial and Administrative Services is responsible for providing the Department with the
' necessary central leadership, management and coordination to carry out its mandate. This division includes the
i Executive Office, General Counsel’s Office, Division of Financial Services including; budget control, audit and
; accounts. State Court reimbursement. Internal Audit, Division of Management and Operations, and Management

The Division of Municipal Supply Services (DMSS) is the City’s chief procurement entity. DMSS procures,
warehouses, and distributes supplies necessary for City agencies to fulfill their missions. Centralized contracting
enables the City to utilize economie.s of scale to purchase various commodities at the most favorable market price.
This division ensures the quality of goods purchased through inspections and operates the Central Storehouse
which warehouses over 2,200 different items. This division is also responsible for the salvaging of surplu.s property
through redistribution to other City agencies and auction.

Additionally, DMSS manages the Direct Delivery Program for office supplies for various client agencies.
This program delivers office supplies from the vendor directly to city agencies, thereby reducing the waiting
period for the teceipt of goods and associated overhead coasts. A program for the direct delivery of automotive
parts will continue to maintain reduced levels of stock inventories and reduce vehicle downtime in 2002.

The Division of Facilities Management and Construction (DFMC) is responsible for maintaining and operating
49 City owned public buildings. This division performs technical engineering, architectural, and construction
management services to maintain and operate its facilities, This division also coordinate;; with the State Office
of Court Administration to ensure proper maintenance of court facilities within the City, DFMC manages a
program of over 185 WEP participants. The division provides its WEP participants the opportunity to learn variou.s
building operation, maintenance, and custodial skills.
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The Office of External Affairs and Communications is responsible for the agency’s public relations. The
Office oversees the City Publishing Center and the CityStore. The City Publishing Center produces and publishes
The City Record, The Green Book and other official City publications. CityStore is the City’s bookstore and gift
shop. The CityStore operates booths in both the Manhattan Municipal Building and the Times Square Visitor
Center, as well as having an on-line store accessible through the City’s website.
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The Department continues development of internet applications for City publications. The City Record is
available on-line and the Green Book will be on-line by the end of 2001. ,

16,448 $16,448 $49,458 $49,458 $66,196 $66,196 $15,578 $15,578 $41,016 $41,016 $14,811 $14,811

The 2002-2005 Four-Year Capital Commitment Plan for the Department is $532.2 million, with $231.2 million
provided in 2002. These amounts include State funding of $0.9 million in the Four-Year Plan, all of which is
scheduled for commitment in 2002. ,i

Legal Mandates and
Conection of UnSafe
Conditions ...........

Renovation of Other,
City-owned Facilities ....

Renovation of Leased >
Space ................. 1

, Board of Elections .1......
Communications

I Equipment .......................
, Rehabilitation of Court
: Facility System............... i
! Rehabilitation of City-

Owned Office Space ....... j
Equipment and
Interagency Services ......

Rehabilitation of Waterfront & '
Non-Waterfront Properties .

Capital Commitments
($000’s\

' 0\
9,526 80,718 80,718

The Department is responsible for capital improvements to all DCAS managed and client agencies’ buildings
including office space, warehouses and courts; oversight and improvements to City leased properties; the sale,
lease and acquisition of City owned non-residential waterfront and non-waterfront properties. The capital program
respbnsibiiities include compliance work for public safety and legal mandates; renovation, rehabilitation,
construction, design and outfitting of various sites, including the purchase of furniture. The Department also
purchases vehicles and various communications and technological equipment.

I ' V
The table below shows capital commitments by program area over the 2000-2005 period.

98,274 98,274 50,574 50,574 39,242 39,242

5,361' 5,361 20,528 20,528 17,523 17,523 9,322 9,322

4,339 7,289 7,289 6,105 6,105 300 300

18,127 20,479 20,479 29,836 29,836 9,239 9,239 824 824 15,905 15,905
1,980 -55,588 -55,588 16,154 16,154 19,060 19,060 19,531 19,531 13,955 13,955

2000 2001 , / 2002 2003 2004 2005
Actual Plan Plan Plan Plan Plan

citj; Aii city AlP civ All "Ov City AU civ AiP
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds

300 300 300 300

4,420 4,420 6,444 6,444

-3,633 293 373 1,242 0 0 0 0

149 149 22,345 22,345 39,748 39,748 0 0 0 0 0 0

365 768 768 3,790 3,790 500 500 0 0 0 0
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I • elections modernization ($68.7 million); including the purchase of voting machines ($55.8 million).

• reconstruction of waterfront properties ($15.9 million), including various pier improvements.
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The Four-Year Plan provides a total of $532.2 million, including $494.5 million for the renovation,
reconstruction and outfitting of Public Buildings and $37.7 million for Real Property.

• renovation of leased space ($29.8 million); including the Department of Finance Business Centers in the
Bronx ($7.4 million) and Manhattan ($1.5 million), the Department of Finance Sheriff’s Offices at 30-
Q3 Review Avenue ($5.7 million), and the renovation of City Council offices ($0.8 million)

Highlights of the Four-Year Plan include:

• reconstruction and rehabilitation of public buildings and City owned office space with the focu.s on the
replacement of mechanical, electrical, plumbing and structural systems ($180.1 million); including
Manhattari Municipal Building tenant alterations and electrical upgrades ($30.3 million), reconstruction
of the Brooklyn Municipal Building ($22.8 million), rehabilitation of base building systems at City Hall
($8.5 million), interior renovations at 280 Broadway ($7.5 million), and renovation of Queens Borough
H^ll ($5.2 million). '

• reconstruction of non-waterfront properties ($21.8 million); including reconstruction of the Kingsbridge
Armory ($15.0 million) and various real property Improvements ($2.8 million).

I
/i

!

• rehabilitation of court facilities ($1.2 million); including the exterior reconstruction at 27 Madison Avenue
($0.9 million in State funds). /

• legal mandates ($137.6 million); including vapor control and leak detection programs for petroleum
storage tanks ($60.6 million), lead and asbestos abatement ($33.7 million), compliance with the Americans
with Disabilities Act ($7.9 million), and fire safety improvements ($3.4 million).

• renovation of leased space ($55.8 million); including the Department of Finance Bronx Business Center
($7.4 million), renovation of various facilities for the Department of Probation ($3.6 million), and the
renovation of City Council offices ($2.9 million).

The 2002 Plan provides $231.2 million and includes;

• reconstruction of public buildings and City owned office space ($50,6 million); including tenant alterations
and renovations at the Manhattan Municipal Building ($19.6 million), reconstruction at Queens Borough
Hall ($5.2 million), renovation of the Brooklyn Municipal Building ($2.2 million), and rehabilitation of
bdSe building systems at City Hall ($1.6 million).

• le^al mandates ($66.2 million); including vapor control and leak detection equipment for petroleum
storage tanks ($47.6 million), lead and asbestos abatement ($7.2 million), compliance with the Americans
with Disabilities Act ($1.9 million), and fire safety improvements ($1.8 million).

• elections modernization ($16.2 million); including the purchase of voting machines ($14.0 million), and
the renovation of office space at 345 Adams Street ($2.2 million).

' ' \ \
• reconstruction of waterfront properties ($3.2 million), and non-waterfront properties ($14.3 million);

including reconstruction of the roof at the Kingsbridge Armory ($7.5 million).

' - ' ! H
212 u
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In 1995, the Vendor Initiative Division was created to help reduce street congestion caused by illegal street
vending. Legal vending space was created for displaced vendors at vendor markets in Harlem and Washington
Heights in Manhattan, Flatbush in Brooklyn, and Fordham (now closed) in the Bronx. Since the progfam’s
inception, oyer 3,000 vendors have sold their products in these neighborhood markets. In 1998, the division
initiated Micro-Enterprise Program's to assist vendors and other entrepreneurs in developing basic business and
computer skills. Specifically, the participants are instructed in business plan development, basic finance, taxation,
vending regulations, and computer skills such as word processing and Internet usage. To date, over 2,000 vendors

\

DBS provides services primarily to small businesses in New York City through technical assistance in
procurement, contracting and local community development. DBS also assists small businesses in their interaction
with other Chy agencies in order to ease the business development process. EDC, funded through a contract with
t>BS, serves as the City’s corporate attraction and retention arm, In addition, EDC undertakes financing initiatives
and develops and funds commercial and industrial projects. Waterfront, maritime and intermodal transportation

/ development is also under EDC’s purview. /

Since 1992, two organizations, the Department of Business Services (DBS) and the Economic Development
Corporation (EDC), have administered the City’s economic development programs. DBS also provides
administrative support to the Mayor’s Office of Film, Theater, and Broadcasting (Film Office). City funds for
EDC and the Film Office flow through the budget of DBS. In order to facilitate comprehensive service delivery
to businesses, DBS and} EDC are both located at 110 William Street, while the Film Office is located in the Midtown
Entertainment District,

The 2002 Executive Budget for Economic Development provides $49 million—$36 million in operating
expenses at DBS and $13 million in operating expenses at EDC. The DBS budget is divided between Federal
funds of $8 million and City funds of $42 million. The total 2002 budget for pBS represents a $2 million increase
from the 2001 forecast. The increase represents the allocation of additional Federal funds to CDBG-eligible
(Community Development Block Grant) programs administered by DBS. The DBS operating budget includes
allocations for NYC & Co. (formerly known as the New York Convention and Visitors Bureau), the NYC
Empowerment Zone, the Film Office, and other DBS programs such as the Market Security and Enforcement
Division, the Commercial Revitalization program and the Vendor Initiative Division. EDC self-funds the majority
of its operating budget. Its expense allocation from DBS includes $10 million for the Emerging Industries Fund.

City-funded capital commitments of $709 million are also forecast in the 2002-2005 capital plan. Of this
amount, $633 million reflect Mayoral commitments. The remaining $76 million reflect Reso A commitments.
The amount of total City-funded capital commitments for the 2002-2005 plan represents an increase of $19 million
over the amount of commitments forecast in the 2001-2004 plan.

Revenue Forecast
■f ■
( The Department of Business Services collects revenues from the rental and sale of commercial, industrial,
maritime and market properties administered by EDC, and other miscellaneous fees. The 2002 revenue estimate
for Economic Development is $49 million, $23 million above the amount forecasted in 2001. The 2002 increase

' is attributable to the identification of alternative sources of funding for EDC projects previously funded with tax
levy or other EDC funds. i

2’3 J
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In January of 1995, portions of Upper Manhattan and the South Bronx were designated an Empowerment
Zone by the Federal government, entitling the City to an additional $100 million in Federal aid over ten years.
Both the City andNew York State have committed funds matching this investment. These funds facilitate a variety
of economic development initiatives by local development corporations and community-based organizations.

and others have participated in the program. The Executive Budget includes one additional CD-funded position
to assist in the administration of the Micro-Enterprise Programs.

1
i
!

Through outreach and technical assistance services, the City Business Assistance Program (CBAP) helps
businesses in their interactions with other City agencies. CBAP agents also help businesses avoid summonses
by advising them about local stoopline, sanitation and vending regulations. Over the past five years, CBAP agents
have assisted over 9,300 businesses. Through the Mayor’s Anti-graffiti Task Force, CBAP agents have worked
intensively with local groups to help remove graffiti from commercial building facades in Harlem and Washington
Heights in Manhattap, Hunts Point and Soundview in the Bronx, Bayside in Queens, Dyker Heights in Brooklyn,
and Port Richmond in Staten Island.

i Working in conjunction with the Brooklyn Chamber of Commerce, DBS has developed an economic
development initiative to improve the business climate on Fulton Street in the Bedford-Stuyvesant section of
Brooklyn. The Executive Budget includes $3 million in 2001 and 2002 for the following commercial revitalization
efforts on Fulton Street: supplemental street cleaning, graffiti removal, improvements to street lighting, the
creation of a matching grant program for storefront and facade improvements, the development of an on-going
merchants association, the creation Of a master plan for streetscape improvements, and the design of a marketing
plan to attract new retail and service businesses.

Through a contract with DBS, NYC & CO. receive? City funding for its efforts to establish and maintain the
City as the premier convention center and to publicize and advertise the City’s institutions and various opportunities
for all visitors.; In the past year, NYC & Co. has successfully implemented programs such as Paint the Town Red
and Park and Ride Wednesdays. The Executive Budget includes funding to match additional private sector support
tp expand existing programs, create new programs such as the Retail and Bridal Promotion Programs, and produce
items such as foreign language brochures and maps.

The Emergency Response Unit (ERU) of CBAP works directly with the Mayor’s Office of Emergency
Management to respond to businesses affected by disasters occurring in the five boroughs. The ERU provides
businesses with timely updates on building reopenings, facilitates the resolution of matters affecting day-to-day
business operations, and compiles evidence to support business claims for assistance due to economic injury.
Thus far, ERU his provided critical assistance for over 50 major disasters, including the Times Square scaffolding
collapse, the West 109th Street fire and the Bronx Starling Avenue fire that consumed nine small businesse.s in
October 1999.

iL
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In 1995, DBS began an initiative intended to eliminate illegal activities at the City’s wholesale fish; meat
and produce markets. In conjunction with the Department of Investigation, DBS conducted an extensive
investigation and review process to eliminate corruption among wholesalers, loaders and unloaders at
the Fulton Fish and Hunts Point Markets. With the passage of Local Late 50 and on-going investigations,
a number of companies with suspected organized crime ties did not register to conduct business at the
markets. DBS registers an average of 50 wholesalers for each market. Since the City’s efforts to eliminate
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The Department of Business Services (DBS) is responsible for providing direct services to New York City’s
business community. These services include technical assistance, neighborhood development, and guidance through

i the governmental contracting process. DBS is also responsible for facilitating legal and efficient activity at the
' City’s wholesale markets. DBS supplies administrative support to both the Film Office and the federally-designated

Empowerment Zone, which promotes economic development in Upper Manhattan and the South Bronx.
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$6,974 $6,622 $6,405

46,095 37,942 37,1;18 42,841 4,899 5,723
$53,000 $44,916 $43,740 $49,246 $4,330 $5,506
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the PRF, an average of $50,
approximately 800 jobs.

corruption in the markets began, rent revenues have increased while unloading costs have decreased.
The volume offish sold at the Fulton Market has increased, reaching one million pounds a day, and the
City is realizing a profit in its management of the markets. EDC is currently negotiating the relocation
of the Fulton Fish Market to the Hunts Point area in the Bronx.

• The Lower Manhattan Energy Program (LMEP), a component of the Energy Cost Savings Program, was
initiated in 1995 to address the under-utilization of commercial real estate and encourage the
modernization ofbuildings in Lower Manhattan. The program offers benefits in the form of utility credits
of up to 30 percent off a building’s electric bill for eight years followed by a four-year phase out period.
Benefits are awarded to building owners who pass energy Savings on to tenants based on usage. To date,
63 office towers have applied for benefits on behalf of their tenants, of which 17 have met LMEP criteria
and made the requisite facility renovations.

Siti

f

divided into two main categories: Economic Development and Port Development. These projects are
funded primarily through the capital budget, as described below.

j • DBS contracts with EDC to administer the City’s waterfront planning and development program, to
! market and sell City-owned land, and to act as managing agent for City-sponsored projects. Projects are

Capital Review

The primary goal of'the Four Year Capital Plan is to encourage development in order to create and retain jobs
in New York City and bolster the City’s tax base. The 2002-2005 Four Year Plan totals $709 million.

■I
/i
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New York City Economic Development Corporation ‘
/ /

, The financing arm of EDC includes several small business lending, guarantee and bond issuance programs.
The purpose of these programs is to create jobs and retain businesses through financial assistance offered at market
or below market rates. EDC also contracts with the New York City Industrial Development Agency (IDA) to
provide financing for larger industrial and marketing projects. The major programs are summarized below.

• , Business Recruitment and Retention: Since July 1, 2000, EDC has recruited 26 firm.s and has helped
two firms to expand within the City. These efforts have generated 440 new jobs and $3 million in City
tax revenues. Through its Business Retention Unit, EDC has also retained seven companies representing
8,819 jobs. Of these, CIBC and Met Life are notable projects: the former involves the construction of a
1.1 million square foot office tower in Midtown Manhattan and the latter represents the commitment of
a Fortune 50 company to move approximately 1,000 jobs to a building in Long Island City, an emerging
business district. Related employment growth is estimated at 10,880 jobs, with direct and indirect City
tax revenue estimated at $133 million annually. \

* Small Business Financing Programs: Since July 1, 2000, EDC’s small business financing programs
assisted; ^2 firms with $25,1 million in bond and other financing for expansion, renovation and new
construction.

• Printer'Relocations: The $8 million Printers Relocation Fund (PRF) assists commercial printers and
graphic arts compahies that are committed to remaining in New York City but need to relocate from their
current locations. Eligible companies can obtain reimbursement for up to 50 percent or $200,000 of their
moving costs. To date, 32 companies are scheduled to receive $1.6 million in relocation assistance through
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Highlights of the 2002-2005 Four Year Capital Plan are:

Economic and Port Development

• relocation of the New York Stock Exchange ($240M in private funding)

• citywide waterfront improvements ($124M),

• reconstruction of the Whitehall Ferry Terminal ($129M - S47M in Non-City funds).

• reconstruction of the St. George Ferry Terminal (S85M - $20M in Non-City funds).

• relocation of the Fulton Fish Market to Hunts Point ($71M).

• development of the BAM (Brooklyn Academy of Music) Cultural District ($50M).

• the purchase of two new cranes at the Howland Hook Container Terminal in Staten Island ($ 12M).

• design and construction of a track and field center on Randall’s Island ($5M).
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The following chart shows Capital commitments by major function over the 2000-2005 period. Actuals are
provided for 2000.

• construction of approximately 250,000 square feet of new space at the Audubon Biotech Research facility
($1?M).

Industrial Development..
Market Development....

; Neighborhood Revitaliz’n
Port Development ......
Rail Development .,....
Waterfront Development .

/ Aviation..........,....
Miscellaneous .. 1......
Total............................

Capital Commitments
1 ($000’s)

6,389
0

25
0
0

4,236
0
0

6,389 66,420 67,102 56,539 56,539 41,538 41,53$'

72,309 41,184 ,41,184

4,399 11,574

J

8,076 33,597 9,300 ,13,778 7,500 7,500 1,000
46,081 73,518 54,836 < 57,578 31,304 3),304 13,063

0 27,926 31,541 26,700 , 27,700 15,000 15,000

0 13,954 13,954 21,045 21,045 5,500
25 10,444 10,844 13,645

0 100,141 141,081 58,959
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LIBRARIES

Expense Budget Highlights

Budgetary Priorities; Prdviding Core Services

8!

StreamUning and Public/Private Competition^

B
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I

In 2002, there will be an operating subsidy of $76.3 million to New York Public Library, $13.0 million to
New York Research Libraries, $55.9 million to Brooklyn Public Library and $53.5 million to Queens Borough
Public Library. In 2001 there has been record attendance levels at all three systems.

t

The City of New York funds three independently operated public library systems, each administered by a
distinct and separate board of trustees. The New York Public Library manages a three-borough library system:
the Bronx with 34 branches, Manhattan with 39 branches and Staten Island with 12 branches. In addition, the
New York Public Library pversees four Research Libraries: the Humanities and Social Sciences Library at 42nd
Street and 5th Avenue (formerly the Central Research Library), the Library for the Performing Arts at Lincoln
Center, the Schomburg Center for Research in Black Culture, and the Science, Industry, and Business Library.
The Brooklyn Public Library oversees the operation of 58 branches, a Business Library and a Central Library
and the Queens Borough Public Library encompasses 62 branches and a Central Library.

• the Executive Budget contains subsidy reductions for Libraries in the amount of $43.7 million from the
2001 Adopted Budget - $16.7 million for New York Public Library; $2.7 million for New York Research
Library; $12.7 million for Brooklyn Public Library; $11.7 million for Queens Borough Public Library.

• through a Private Partnership Incentive program, $5 million will be restored if the Libraries raise $5 million
in new private contributions. This partnership will lessen the overall impact of the reduction by $ 10 million
and strengthen the Libraries by making them more independent.

, /

Financial Review /

The 2002 Executive Budget for Libraries provides total operating funds, including energy costs, of $ 198.7
/tnillion, a decrease of $46.3 million in City funds from the 2001 forecast. The Executive Budget also provides
for City funded capital commitments of $71.7 million in 2002

/i
I

rs
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Increase/(Decrease)
2001

Forecast
I

$~ $—

232,521
Total $232,521
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244,920
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Preliminary

Budget

' • currently, the three library systems provide at least six-day a week service at all branches. Attendarlce and
use at all systems are at record levels.

Funding
City .......

/ Other Categorical Grants
Capital IFA
State...........................
Federal

• JTPA....... . ............
• CD ........... ............
• Other ................. .

Iiitra-City Other .......
total ;.......... ..............

Personnel (atfiscal year-end)
City .......................... .
Non-City

• JTPA..,......... .
• CD ...........................
• Other........... .

(Total.......\........... .

• in addition, the Libraries also provide English classes for Speakers of Other Languages (ESOL) to adults
whose first language is not English. ,

/
I;

Summary of Agency Financial Data
($000’s)

Programmatic Review
Il ) : (

i • the Libraries provide major services through the Connecting Libraries And Students Program (CLASP),
Sumnier Reading Program, and Adult Literacy Initiatives. CLASP makes reading and books an integral
part of the lives of schoolchildren through a series of programs that create new links among teachers,
librarians, and parents. The Summer Reading Program encourages reading among children by combining
reading with storytelling and the creative arts. The Adult Literacy initiatives provide literacy instruction
for adults 16 years anjl older. \

$213,342 $198,636/

213,342 (198,636 (46,284) (14,706)

($46,284) ($14,706)

$232,521 $244,920 $213,342 $198,636 ($46,284) ($14,706)

$232,521 $244,920 $2}'3,342 $198,636 ($46,284) ($14,706)

- 2002________
Preliminary Executive

Budget Budget
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:.h

• a substantial renovation of the Coney Island branch was recently completed.

Capital Commitments

'.3

, Major Highligl^ts of the Libraries Ten Year Strategy include:

220
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construction of the new Bronx Borough Center ($16.1 million) that will include a Latino and Puerto Rican
Cultural Cenjter. The City’s^total contribution is $26.9 million, $10.8 million in 2001, $5.7 million in 2002
- 2005 and $10.4 million iri 2006 - 2011.

• new buildings were opened for the Langston Hughes and the South Jamaica branches in Queens.

Capital Review

• all three library systems have well-developed computer systems that provide the public with free of charge
Internet access and basic PC software applications. The libraries have also implemented interactive
reference services that allow patrons to search the reference database and send reference inquiries to
professional librarians.

• renovations at the Humanities and Social Services Library at 42nd Street ($9.4 million). The City’s total
contribution has been $33.9 ttiillion, $24.5 million in 2001, $3.8 million in 2002 and $5.6 million in 2003
-2007.

, The Libraries Ten Year Capital Strategy totals $132.4 million in City funds. The table below shows capital
commitments by program area over the 2002-2005 period.

5,393
1,739

’9,929

New York Research Ubtaiy ..
New York PubUoUbraiy......
Brooklyn Public Ul^ .....
(Queens Public Lib^ .......

'Tbtal.............

I

• extensive renovations at the Library for the Performing Arts are nearly complete which will allow lor the
reopening;of the Library in the fall.

' ' J• a series of important renovations to the Schomburg Center for Research in Black Culture are underway
and will be completed over the next two years.

I
■

382; 42,286 42,286
2,415 67,204 ’ 67,204
5,393 20,696 ; 20,696
1,739 12,165; 12,165
'W 142,351’ 142,351

• the Libraries also provide technology training workshops to assist the public in usage of the internet and
introduce them to available electronic resources at the Libraries.

;' ■ '

• the New Yoi;k Public Library recently opened a new South Beach Branch and fully renovated the New
Dorp Branch on Staten Island.

2001
Plan'

Funds Funds

2000
Actual

Funds Funds
382

2,415

($000^)

2002 2003
Plan Plan

„ ........... .............. ....... ........

Funds Funds Funds Funds
7,894 ' 348 348

33,147 33,147 12,461 12,461
16,683 16,683 3,331 3,331
13,932 13,932 855 855

71,656 71,656 “1^ )6^5

2005
Plan

City All
Funds Funds

1,667 1,667
1,532 1„532
4,153 4,153

85.5 85.5

8,207 8,207

2004
Plan

City All
Funds Funds

0 . 0
2,078 2,078
2,933 2,933
761 761

5,772 “5,772
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• extensive I renovatifin at the Williamsburg branch in Brooklyn ($3.3 million in 2002 - 2003).

met and

he New
• site acquisition and construction of a new Kensington Library in Brooklyn ($4.3 million in 2001-2002).

V for the • creation of a. new Long Island City branch in Queens ($6.1 million in 2002).

tiderway

s capital j
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ty’s total
1 in 2003
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• full renovation and expansion of the Mid-Manhattan branch ($19.2 million). The City’s total contribution
is $23.2 million, $4.0 million in 2001 and $19.2 million in 2002 - 2003.

• extensive renovations at the Brooklyn Public Library’s Central Branch ($11.2 million) which includes:
fagade and parapet restoration and a new front plaza surface and ADA work. The City’s total contribution
is $15.1 million, $3.9 million in 2001, $10.3 million in 2002 - 2005 and $0.9 in 2006 - 2011.

• construction of a new Cambria Heights branch in Queens ($4.8 million iij 2002).

• construction of a new Mid Island branch on Staten Island ($4.0 million in 2002 - 2004).
' : J

!O65
'Ian.

All
Funds

i iTct
! 1,532
1 4,153
S 855
i 8,207
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THE DEPARTMENT OF CULTURAL AFFAIRS

Financial Review

i
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i
• various cultural organizations citywide will receive program grants totaling $4.1 million.

• the Executive Budget contains $2.9 million in operating funds for the Department of Cultural Affairs.

Restructuring and Public/Private Competition

' • the City subsidy to the 34 cultural institutions will be reduced by $8.5 million from the 2001 Adopted
Budget. \ \

• the City allocation to cultural programs will be reduced in 2002 by $14.8 million from the 2001 Adopted
Budget.;

1

/j
I

The Department of Cultural Affairs 2002 Executive Budget provides for operating expenses, including energy
costs, of $103.1 million, a decrease of $29.4 million from the 2001 forecast. It also provides for City funded
capital commitments of $176.9 million in 2002.

Expense Budget Highlights
, ' ; ■ , ' i

Budgetary Priorities; Providing Core Services

• the iCity’s 34 cultural institutions will receive operating support of $91.2 million, including energy
subsidies. ,

• the Executive Budget allocates $5 million as a City funds match for the Cultural Challenge Program.

The Department of Cultural Affairs (DCA) is responsible for sustaining and promoting the cultural quality
of life throughout the City. DCA achieves these goals by administering a variety of financial, legal, capital
construction, and managerial support services while monitoring functions essential to promoting efficient
operations at the 34 City cultural institutions. The City cultural institutions include world-renowned organizations
such as the Metropolitan Museum of Art, the Wildlife Conservation Society, the American Museum of Natural
History, the Joseph Papp Public Theater/New York Shakespeare Festival, Carnegie Hall, Lincoln Center for the
Performing Arts, and the New York Botanical Garden, The City’s institutions also include prominent regional
institutions such as the Brooklyn Academy of Music, the New York Hall of Science, the Staten Island Zoological
Society, Queens Theater in the Park, Wave Hill, El Museo del Barrio, and the Brooklyn Children’s Museum,
Furthermore, DCA supports Capital construction and improvement projects at other distinguished cultural
institutions, such as the Morgan Library, the Museum of Modern Art, the Guggenheim Museum, the Center for
Jewish History and the Intrepid Sea-Air-Space Museum, /

/ / ' ’

' ! /
DCA is also instrumental in supporting arts organizations and cultural activities in all five boroughs through

a variety of grants and support services, DCA provides grants to over 450 arts-related organizations citywide,
with recipients as diverse as the New York Philharmonic, Coney Island USa, the Museum of Television and
Radio, the Tibetan Museum, Bargemusic, Black Spectrum Theater Company, Bronx Choral Society, Hospital
Audiences, African Poetry Theatre, the Jewish Museum, the Puerto Rican Traveling Theater, the International
Center of Photography, Jazzmobile, and the Children’s Museum of Manhattan, Finally, DCA administers a
citywide Cultural Challenge Program that awards operating fund,s to cultural institutions and arts-related
organizations. The Cultural Challenge Program bolsters the award recipients’ programmatic capabilities and
financial security by requiring them to leverage private matching funds.
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Increase/(Decrease)
2001

Forecast
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41 41 41
(102)

225197 225

1,244
$104,758

32 32 3230J energy

>gram.

35 35 35Total 33,

Affairs.

Adopted

Adopted

223

NYC-WTC_000195719

ig energy
y funded

al quality
il, capital
efficient

inizations
f Natural
er for the
; regional
□ological
Museum.
I cultural
Center for

i through
citywide,
sion and
Hospital
matidnal
nisters a
s-related
ities and

2000
Actual

2001
Forecast

41
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3,744
$119,912

Expenditures
Personal Service
Other Than

Persont^l Service
Total ..;....... ...

• the Executive Budget includes $5 million in City funds as a match for the Cultural Challenge Program.
The $5 million in City funds combined with the matching additional private “Challenge” funding will
help offset the reduction to cultural programs by selectively adding City funds for quality proposals and
strengthening grant recipients’ levdraging power. In 2000, the City’s $5 million leveraged almost $8.5
million in private funds.

673
87

1,919
$135,377

• the reductions to the cultural institutions and program groups will require these organizations to diversify
and strengthen their funding streams. In the process of raising additional private funds, these organizations
will become; stronger by becoming more self-reliant.

1,244
$104,618

2002
Preliminary

Budget

1
2

1
2

1
2

Summary of Agency Financial Data
($000’s)

1
2

personnel (at fiscal year-end)
- City .. I...........
Non-City '

' • IPA .. . .
• CD ... .
• Other......... .

Funding
City .......... .
Other Categorical Grants
Capital IFA .................
State......... ..................
Federal

• JTPA .......................
• CD ........................

' • Other.. .i........... . . .
Intra-City Other...........
Total....... J.. . ............

$132,555 $103,248 $103,108

(448) -
(87) -

(675) -
($30,759) ($140)
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2002
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$104,758 $104,618

$2,213 $2,051

102,707 102,567 (30,597) \ (140)
($30,759) ($140)

117,824 133,164
$119,912
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Programmatic Review

These projects include:

• the opening of the John A. Noble Collection at Staten Island’s historic Snug Harbor.

NYC-WTC_000195720

Support for Cultural Programs and Institutions
; ’ 1 '

In 2001, the DGA, through its major funding divisions - Cultural Institutions, Capital Projects, and Program
Services - supported many different activities and projects throughout the New York City cultural community.

Capital Commitments
($000’s)

I
/i

• the children’s murals at the Hecksher Theater, operated by EI Museo del Barrio in East Harlem.

• DCA’s Percent for Art program which recently completed three projects with the Board of Education at
P.S. 161,1.S. 230 and Middle College High School in Brooklyn.

j
224 I

• the major renovation and expansion of the Museum of Modern Art. The City has contributed $35 million
to this project which is currently underway and Will contribute another $30 million.

• / the renovation of the Selwyn Theater for the Roundabout Theater Company. The City contributed $5.3
million to this $17 million project.

• the Center for Jewish History, which combines the archival and library resources of four premier Jewish
archives in America as well as the Yeshiva University Museum. The City committed $10 million to this
$80 million project. i \

i ' '

2000 2001 2002 2003 2004 2005
Ach^ Plan Plan Plan Plan ; Plan

"city TAir" City aT* AU” “5^ ST City AU” "city ; All
Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds Funds

J . _ _ , 1

• the Materials for the Arts program, in cooperation with the Department of Sanitation and the Board of
Education, opened its expanded facility in Long Island City in April 2001.

• the Lakeside Visitor Center, which opened at the Bronx Zoo in January 2001. The City contribute^ $5.4
million to this $14.3 million project.-

• the new home for the Mark Morris Dance in Brooklyn. The City contributed $1.7 million to this $5
. inillion project. j i ;

' A ' '' ' i' \ (

• the construction of the Luce Study Center at the New York Historical Society.

• a website serving the 400 plus members of the Alliance of Resident Theaters / New York.

Department of Cultural
i Affairs ................ 20,856 20,974 419,352 432,190 176,899 181,884 80,033 81,754 67,565 69,430 44,458 46,458

Total.... ... !.... 20,856 ' 20,974 419,352 432,190 176,899 181,844 80,033 81,754 67,565 69,430 44,458 46,458
=^=z sessssss s== =z== sssssss === =z=^=
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Capital Review

The Department’s Ten-Year Capital Strategy totals $587.9 million in City funds.

Major Highlights of the Ten-Year Strategy;
I
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' • a new permanent home for the Alvin Ailey Dance Foundation ($7.5 million).
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• comprehensive reconstruction and expansion at the Metropolitan Museum of Art ($23 million). Projects
include the renovation of the Great Hall & the Fifth Avenue Plaza, construction of a new Education
Center, expansion of the Museum’s Library, and reconstruction work in the Italian Sculpture, Egyptian,
and Decorative Arts Galleries.

• a Master Plait including extensive renovations and expansions at Lincoln Center for the Performing Arts
($216 million). The overall Master Plan will cost approximately $1.5 billion and take approximately 10
years to complete. The total City commitment is $240 million. '

• a major new building for the Guggenheim Museum of Art designed by Frank Gehry to be built on piers
over the East River ($32.8 million). The value of the land ($35 million) brings the total City contribution
to $67.8 million.

• construction of exhibition space at the Tweed Courthouse, the new home for the Museurn of the City of
New York in lower Manhattan ($5.4 million plus $12.6 million in 2001). The $18 milliorl in City funds
will be matched with $18 million in private funds. '

• major expansion and improvements, to the New York Hall of Science ($8.8 million). Overall, thejCity
has contributed $33.4 million towards this project. ;

• a major addition to the Morgan Library. The City is contributing $5 million towards this $100 million
project.^ ’

• expansion and improvements at the Center for Jewish History ($7 million) as part of a $50 million
renovation project. The total City contribution to this project is $10 million.

• a series of new projects for New York Aquarium for the revitalization of Coney Island ($ 19.5 million).
Projects include a new Carousel Visitor Center, a new Boardwalk Entrance, renovation of the Main Hall,
a Plaza Master Plan, and improvements to the Aquatheater.

• creation of a new wing for the Museum of Jewish Heritage ($10 million). Overall, the City has contributed
$22 rriillion for this wing which will be matched by $22 million in private funds. The new building will
contain a theater, special exhibition galleries, a Family History Center, classrooms, offices, a kosher

( dining facility, and a garden.

I • infrastructureimprovements attheNewYorkBotanicalGarden($13.9million). The City has contributed
$22.2 million to date towards a $300 million capital campaign. Projects in the Master Plan include the
reconstruction of a new Visitors’ Center, renovations to the Museum Building Interior, as well as garden­
wide irrigation, the restoration of the Fountain of Life, expanded parking, road repairs, and night
illumination.

35
m
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Funds
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• a major riew museum in Brooklyn, the Jewish Children’s Museum ($3 million), to which the City has
contributed a total of $5 million. '

V

• construction of a new entrance and other Master Plan work at the Brooklyn Museum of Art ($ 18.5 million).
Overall, the City has contributed $42.3 million towards this project.

• construction of a permanent facility at the former Coliseum site for Jazz at Lincoln Center ($1.2 million).
Overall, the City has contributed $19.7 million towards this $120 million project.

1'

I

• a major renovation at the Institute of Contemporary Art (P.S. 1) ($15.9 million). This includes $10.3
million in 2001 - 2002 for the renovation of the facade.

; i ', ■ ■■

• improvements to the historic Intrepid Sea-Air-Space Museum ($5.5 million). Overall, the City has
contributed $7.5 million to this project.

I '
I
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million). PENSIONS AND OTHER FRINGE BENEFITS

Pension Overview
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2000
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$147,529
6,835

438

$31,966
(3,900)
(2,379)

$25^

6,000
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. 2,525
83,024

$698,109

Membership in any of the City’s main retirement systems is grouped into certain categories, or “Tiers”, which
vary according to a member’s entry-date into a system. Tier I members are employees who joined a City pension

Expenditures
Personal Service

• City Actuarial .......
'• Non-City Actuarial .
• Non Actuarial .......

T0tal........... . ................

The City is five main retirement systems include the New York City Employees’ Retirement System, the New
York City Teachers’ Retirement System, the New York City Police Pension Fund, Subchapter Two, the New York
City Fire Pension Fund, Subchapter Two, and the Board of Education Retirement System. These systems, as of

, June 30,1999 data,, cover 572,216 employees, retirees and beneficiaries of the City, the Board of Education, and
i certain independent agencies. \

Each of the five systems is managed by a board of trustees and functions in accordance with State and City
laws. Pension liabilities and required contributions are actuarially determined and conform to Generally Accepted
Accounting Principles (GAAP). The funding assumptions have been approved by the various boards of trustees
as recommended by the Chief Actuary of the City. The actuarial interest rate assumption for all five systems is
eight percent, as governed by state law.

The Executive Budget for 2002 provides for $1,454 million in City pension contributions, an increase of
$155 million fromthe amount forecast for 2001. Of the total amount, $1,407 million represents contributions to
the City’s five main actuarial retirement systems, $28 million represents contributions to actuarial systems covering
certain non-City employees of the City University, the library system, day care centers, and certain cultural
institutions, and $ 19'million represents “pay as you go” contributions to iron-actuarial systems that are no longer
open to active City employees.

Pension Expenditures and Funding Sources
($000’s) / /

; ■ 2002
Preliminary

Budget

Funding
City ..... t..
State ........

• JTPA .......
• CD ...J...
• Other . b ..

Intra-City Other
; i

Total ..... U ... $1,299,048 $1,428,163 $1,453,850 $154,802

227 ; I

$698,109 $1,299,048 $1,428,163 $1,453,850 $154,802

Increase/(Decrease)
2001 ' Preliminary

Forecast Budget

$154,419 21,567
383 (1,880)
— — I

$657,246 $1,259,262 $1,374,825 $1,406,791
$19,200 20,912 31,647 27,741
21,663 18,874 21,691 19,312
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system prior to July, 1973. In general, other than the uniformed forces. Tier I members with 25 years of service
may retire at age 55 and receive a benefit which is 55 percent of final year’s salary. Members of the uniformed
forces under Tier I are eligible to retire after 20 years of service on a half-pay retirement allowance.

captains are now eligible to retire with 20 years of service at half pay with the provision that members pay for
the enhanced benefit through increased payroll deductions.

Pursuant to an agreement between the City and the Municipal Labor Coalition, Chapter 96 of the Laws of
1995 was enacted to allow Tier II, in and IV civilian employees to purchase improved pension and health insurance

' benefits through increased payroll deductions. Participants must contribute an additional 4.35 percent of salary
for all service rendered through the beginning of January 1998, and as a result of Chapter 422 of the laws of 1997,
2.85 percent thereafter. Chapter 96 granted existing pension members the option of joining an improved plan to
receive pension payability upon attaining age 55 and 25 years of service. New employees are mandated into a
separate plan that provides pension payability at age 57. In addition, eligible participants in physically taxing
titles can retire at age 50 with 25 years of service for an additional 6.33 percent of salary as provided under Chapter
96, and 4.83 percent of salary as provided under Chapter 422. !

State legislation enacted in 1985 enables teachers hired since July, 1976 to retire with no reduction in benefits
at age 55 provided they have 30 years of service. Similarly, in 1988, State legislation was enacted which entitles
uniformed sanitation workers hired since July, 1976 to retire with no reduction in benefits at age 55 provided they
have 30 years of seryice. An improved retirement plan for correction officers and sanitation workers was approved
in 1990 and 1991, respectively. This plan allows correction officers and sanitation workers to retire with 20 years
of service at half pay, with the provision that the members pay for the enhanced benefit through increased payroll
deductions!. Other improvements include State legislation enacted in 1989 and effective July 1,1990, which allows
non-vested Tier IV members who leave City service to withdraw their contributions upon termination of
employment. And, in 1990, the State passed into law the ability for Tier III and Tier IV members to take loans on
their pension contributions. In 1993, the State enacted legislation which extended the 1990 correction officers
improved retirement plan, discussed above, to correction captains. Similar to the previous plan, the correction

f

i

Tier II covers all employees who joined City pension systems between July, 1973 and June, 1976. Tier II
benefits are generally lower than Tief I benefits.

Tier III legislation was enacted statewide in 1976 to cover employees joining pension systems on and after
July 1,1976, excluding uniformed police officers and firefighters, who continue to be members of Tier II. Tier
III benefits are based on a three-year average salary and include a Social Security offset to the benefit calculation.

Tier JV was enacted under Article 15 of the Laws of 1983, to supersede Tier III. All Tier III members with
th? exception of uniformed police, fire and correction employees were transferred to Tier IV effective September
1, 1983. The Tier IV plan is more costly than Tier III, predominantly because it eliminated the Social Security
offset feature of Tier III. ' /

On June 29, 1984, the New York Court of Appeals held that the provisions of the Tier IV legislation which
eliminated the immediate refunding of terminated employees’ contributions and reduced death benefits, could
not be applied to Tier IV members who held membership in the Tier III plan before September 1,1983. Subsequent
Court decisions indicate that Tier IV members who were former Tier III'members have rights in certain cases to
elect to receive benefits (which they may deem more favorable) originally provided under Tier III. In 1986, State
legislation was enacted which further enhanced benefits to Tier IV plan participants. Specifically, ordinary death
benefits were amended to become nearly identical to those received by Tier II members. It should be noted that
this legislation is a reversal of reductions in these death benefits that were intended to partially offset the employer
cost of the removal of the Social Security offset.

228 I
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In general, the City’s Miscellaneous Budget contains the fringe benefit appropriations on behalf of employees
and retirees of the mayoral agencies. Separate allocations are included in the Board of Education, the City

' University system, the Health and Hospitals Corporation, various other covered organizations, libraries and cultural
institutions, for the fringe benefit costs of their active and retired employees.
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State legislation enacted in 1998 under Chapters 389 and 266 provided for further improvements for Tier HI
and IV members of TRS, and certain civilian members of NYCERS and BERS. Chapter 389 provided for five
year vesting and Chapter 266 provided inembers with a two percent service fraction for 20 or more years of
service. Additional legislation passed into law granted a pre-retirement death benefit for Tier 11, III and IV
members.

In 2000, a number of benefit improvements were mutually agreed to by the City and the unions - the enabling
state legislation calls for retroactive commencement dates upon the completion of new labor settlements with the
City. For example. Chapters 126 and 110 of the Laws of 2000 provide up to two years of additional service credit
for members of Tiers I and II, and eliminates the required employee contributions for members of Tiers III and
IV upon ten years 6f service. Other examples relate to uniforiried employees of the Police and Fire Departments
whereby Chapter 372 of the Laws of 2000 changes the salary base for computing Tier II retirement benefits from
a three year average to a one year average. Police and Fire will also receive additional Increased Take-Home Pay
associated with Chapter 373 of the Laws of 2000.

In addition, there were also several other statewide bills of note that were fenacted into law last year. Chapter
125 of the Laws of 2000 provides for annual automatic cost of living adjustments (COLA) for retirees based on
the prior year’s actual rate of inflation (generally one-half of actual inflation, but not less than one percent and
not greater than three percent). Chapter 86 of the Laws of 2000 allowed the City to participate in a targeted early
retiremeqt program which was accepted by approximately 1,000 employees. Participants in the early retirement
program will receive up to three years of additional service credit. Finally, Chapter 548 of the Laws of 2000
allows members of a public retirement system to purchase up to three years of additional service credit associated
with eligible military service.

( : '
Other Fringe Benefits

I '

The City provides a number of fringe benefits to its employees, retirees and eligible dependents. Contribution
levels and terms of coverage are governed by various contractual, legal and collective bargaining provisions.

' I
The City’s basic health insurance program provides comprehensive major medical and hospitalization benefits

to its members. In addition, the City makes annual contributions to union-administered Welfare Funds, which
typically provide supplemental health insurance benefits for their members. Annual contribution levels conform
with collective bargaining and labor agreements.

! The City also participates in federal Social Security and makes the required employer contributions on behalf
I of covered employees. Under Worker’s Compensation, the City provides statutory wage-replacement and medical
' benefits to einployees who sustain on the job injuries, and under Unemployment Benefits, provides up to 26 weeks

, of wage-replacement benefits, up to state law maximum levels. The City also provides medical benefits to
I uniformed employees of the Police, Fire and Sanitation Departments who are injured in the line of duty.
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The following table sets forth the fringe benefit amount carried in the Miscellaneous Budget,

iB

$2,188,284 $2,287,100 $98,816

$2,064,613 $2,164,724 $100,111

(1,000)

Total

It' u

If

III /

I,
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Fringe Benefits
($000’s)

21,500
56,437

$2^^00

20,795
57,437

$2,188,284

41,989
2,450

42,989
2,450

705
(1,000)

^816

Increase/
(Decrease)

$ 10,020
67,609

8,837
493

8,798
3,059

2002
Executive

$To1,941
1,165,416

615,779
10,500

360,264
33,200

2001
Forecast

T 91,921
1,097,807

606,942
10,007

351,466
30,141

Funding
City
Other Categorical ....

; State ________ _
' Interfiind Agreements (

Federal ......... ..... .
• CD .........
•\ Other .............

Workers’ Compensation ...........................
Health Insurance Plans ...........................
Social Security Contributions .................
Unemployment Insurance Benefits..........
Supplementary Employee Welfare Benefits
Workers’ Compensation - Other .............

Ibtal ........... .

it

!•

■!
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StII

J
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JUDGMENTS AND CLAIMS

[00,111

(1,000)

(

231

NYC-WTC_000195727

The Office of Management and Budget (0MB) employs various statistical methods and financial models to
estimate anhual claim costs. Historical claim data contained on the Comptroller’s Omnibus Automated Image
Storage and Information System (OAISIS) are analyzed to determine both annual settlement volumes and average
claim costs. Total costs are the product of both the volume and average cost projections.

In addition^ 0MB consults the Law Department to provide cost estimates for cases that are expected to settle
for $ 1 million or greater. These are mainly serious personal injury cases that have been in litigation or on appeal
for a considerable period of time. These cases represent almost 20 percent of total tort costs, but their relatively
small volumes do not lend themselves to statistical analysis.

705
(1,000)

;98,816

Increase/
decrease)

10,020
67,609

8,837
493

8,798
3,059

!98,816

I
f

The Executive Budget for 2002 provides an appropriation of $310 million for Judgments and Claims. These
expenditures represent the City’s costs for tort and contract liability and are projected to reach $369 million by
2005. Tort expenditures cover both personal injury and property damage claims, and account for approximately
96 percent of total costs, It should be noted that these projections incorporate the impact of a recent agreement
between the City and the Health and Hospitals Corporation, whereby, commencing in 2002, claims costs attributed
to the Corporation will be entirely paid for by the Corporation. These amounts, as reduced from the City’s annual
liability, are estimated at $154 million in 2002, and reaching $167 million by 2005.

i
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BOARD OF EDUCATION

Financial Review

19991998

j Privatization

592 11,597810 9,626
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8,911
379
405

406
534

101
537

453
426

352
(111)

523
191

66
(156)

8,101
313
561

27
129

(305)
3

The New York City Board of Education provides primary and secondary education for over one million school
age children. Through a network of more than 800 elementary, junior high and intermediate schools, more than
200 high schools, and 60 special education schools, the Board provides basic instructional services and offers
students special and bilingual education, and vocational training. Support services include free and subsidized
transportation, breakfast and lunch services, and the operation and maintenance of over 1,100 school facilities.

Subtotal.......
Pension.......... .......
Debt Service .. 1...

' Labor Reserve as of
' Previous Plan ....

; Total Expenditures .i
' Funding

: City ........................
Other Categorical ...
State........ .
Federal ....................
Intra-City................

The Board of Education’s 2002 Operating Budget, which includes $80 million held in escrow for privatization,
is $11,597.2 million, a $249.3 million or 2.2 percent Increase from the 2001 forecast. In addition, education-
related pension and debt service costs of $713.7 million are budgeted in separate agencies. These additional costs
include a pension increase of $69.3 from 2001 and a debt service decrease of $234.7 million because of pre­
payments in 2001. City funds excluding pensions and debt service will suppo^ $4,946.5 million of the Board of
Education’s expense budget in 2002, an increase of $33.8 million, or 0.7 percent, from 2001, State funds will
support $5,579.7 million or 45.6 percent of the education budget in 2002. This appropriation level is subject to
change after the State budget is finalized. The balance of the education budget is supported by $1 ;051.5 million
in Federal aid (down from $1,073.7 million in 2001), $7.4 million in intra-city funds and $15.3 million in other
categorical funds. Including those funds budgeted centrally, total funds budgeted on behalf of the Board will
incpase from $12,227.0 million in the 2001 forecast to $12,310.9 million in the 2002 Executive Budget. The
Board’s share of the City’s overall budget will grow from 30.2 percent to 31.1 percent.

Total Board of Education Expenses*
1997-2002
($ millions)

4,082 $4,479; $397 $5,025 $546 $5,334 $309 $5,789 $455 $5,658 ($131) $1,576

* The amounts shown for 1997 through 2000 represent actual expenditures including pensions and debt service funds, as
reported in the Comptroller’s year-end audited financial statements. The 2001 amounts represent the latest forecast as per the 2002
Executive Budget. ,

715 10,756 1,130 11,348

Board Of Education .. $8,101 $8,911 $810 $9,626 $715 $10,756 $1,130 $11,348 $592 $11,512
Escrow Fund For

Change
from
2000 Amount

(12) (23)
253 1,665
(23) ; 118
(3); 0

(41) 15
460 5,580
(54) 1,051

1997-2002
Change______
from Change
2001 from
Forecast 1997

$164 $3,411

249 3,496
70 210

(235) (370)

$8,975 $9,695 $720 $10,589 $894 $11,404 $815 $12,227 $823 $1?,311 $84 $3,336

38 40
3,915 4,155
933 1,014

7 7

Change Change Change
1997 from from from
Amount Amount 1997 Amount 1998 Amount 1999 Amount

2 34 (6) 68 34 27
240 4,469 314 4,867 398 5,327
81 1,054 40 1,128 74 1,074
0 7 0 7 0 10

0 0 0 0 0 0 0 0 0 85 85 85

0 0

2002 Executive
2000 2001 Forecast Budget
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Expense Budget Highlights

funding of $31.5 million over two years for customized classroom libraries in all 21,000 K-8 classrooms.

/'
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an additional $31.4 million for fringe benefit costs.

an additional $25.4 million for the cost of energy and leases.

funding of $25.0 million for Project Science, an intensive weekend and after-school program designed
to provide math and science instruction for 45,300 students.

Budgetary Priorities: Providing Core Services

• setting aside $80.0 million of the Board’s budget to install private management of failing public schools.

• an additional $40.8 million for the cost of providing transportation to general and special education
students. '

1

' an additional $23.4 million to expand summer school by 50,000 more students for a total of 370,000.

an additional $19.5 million for charter school enrollment growth.

funding of $19.1 million to hire almost 500 specially trained teachers for newly designated In-School
Suspension classrooms, where disruptive students will receive additional support and instruction.

an additional $10.5 million to allow for the hiring of 800 new school safety officers.

an additional $10.5 million for the transportation and instruction of special education Pre-Kindergartcn
students.

I Streamlining

Despite pressure to make reductions in an area that represents 31.1 percent of the City’s budget, the Board
of Education has been exempted from any reduction target for 2002. This continues an exemption that started in
October 1996, when Additional reduction targets were issued to other agencies in order to maintain a balanced
budget condition.

/ '

funding of $8.9 million for Project English, an intensive weekend and after-school program designed to
help 38,600 bilingual education students ^ain English proficiency.

n /> i h
an additional $4.9 million for the cost of school-age special education students attending specialized
schools.
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2000
Actual

Board
rted in
lanced

2001
Forecast

($50,854) ($128,096)
(11,776) —

5,000
1,046,465

7,407

$4,685,094
67,529

1,046,465
7,407

2002
Preliminary

Budget

Expenditures
Personal Service .
Other Than

Personal Service
Total....... f....

Non-City
• JTPA
• CD .
• Other

Total ...

$4,912,720 $4,98'9,962 $4,861,866
ISiMs

I

Summary of Agency Financial Data
($000’8)

Personnel (at fiscal year-end)
City ............................ 84,041

' i

i

Funding i
I City ............./.......
' Other Categorical Grants

Capital IFA .................
State........... . ..............
Federal

• jTRA............. .
• CD . ..  ............... .
•Other..........;..

Intra-City Other...........
Tbtal .............

I '
School
1.

5,57^5084,864,136 5,324,317

$7,945,931 $8,404,872 $8,428,728 $8,596,275 $191,403 $167,547

5,000 5,000
1,127,540 1,068,700

7,018 10,112

2002
Preliminary Executive

Budget Budget

2,810,387 2,943,071 3,018,678 2,916,289 (26,782) (102,389)
$10756^^ $11,347,943 $11,447,406 $11,512,564 $164,621 $65358

— ' 5,000
(22,235) —

(2,705) -
$164,621 $65,158

83,656 83,805

16,707 19,370 19,370 19,370
100,748 103,026 103375 103,175
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FUNDING SOURCES 1996-2002

6.0
5.5
5.0
4.5
4.0
3.5

2.0
1.5
1.0
0.5
0.0

1998 1999 2000

New York City Public School Enrollment

Actual

1,075,131 1,071,414 1,069,739 1,072,442

20,103 20,109 32,028 38,198 45,185

1,088,079 1,095,240
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6,600
20,995
17,590

969,294
81,562
24,275

966,909
80,568
23,937

960,208
82,538
26,993

1,308
20,631
10,089

958,830
81,400
32,212

3,274
20,812
14,112

FY98 ;
Actual

FYOl
Projection

H Federal
■ State
■

FY02
Projection

BOE Facilities Enrollment
General Education ........
Special Education*........
Pre-Kindergarten** ....

fYoo
Actual

TOTAL PUBLIC SCHOOL
ENROLLMENT...........

J

NA
20,103

0

NA
20,109

0

Non-BOE Facilities Enrollment
Charter Schools ...............
Special Ed Pre-Kindergarten .....
Universal Pre-Kindergarten ......

i Subtotal ..................................... . ...

3.0
2.5

Subtotal

f

School Yearl998-2002
‘ ........ ./Ww

* City funds include debt service, pensions, other categorical, capital JFA, but not intra-city.

* Special Education enrollment includes: Community School Districts (CSD) and High School Full- Time Special Ed, Citywide,
Home and Hospital Instruction, and Integrated students.

** Pre-Kindergarten at BOE facilities includes Superstart, Superstart Pliis, and Universal Pre-K.

972,503
/ 81,509 i
; 13,964

1,067,976

1,103,442 1,107,937 1,117,627

1996 1997 2001 2002
Forecast Budget
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Programmatic Review
NYC PUBLIC SCHOOL ENROLLMENT 1996-2002

The Student Population

FULL TIME BOARD OF EDUCATION EMPLOYEES 1996-2002

106,000

f

94,000

91,000

(88,000

; I

TOTAL BOARD OF EDUCATION EXPENDITURES 1996-2002*

\

.7,627

Citywide,
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yo2
eclion

6,600
’0,995
17,590
t5,185

58,830
51,400
32,212
72,442

approximately 21,000 pre-kindergarten I",
students and over 5,000 school-age
students who attend specialized private
facilities paid for through the Board’s
budget.

In 2002, the number of students
receiving full-time special education
services at Board facilities is projected to
reach 81,400, or 7,6 percent of the Board’s
enrollment, representing 1,138 fewer
students than in 2001. The City’s total
special education population also includes

io3;ooo
100,000

S 97,000
■I;

(
/i

S

school students, will increase 2.7 percent
from 1,088,079 in' 1998 to a projected
1,117,627 ini 2002. In the coming fiscal
year, the City projects that general
education public school enrollment for K-
12 will be 965,430, or 1,948 higher than
in 2001. Of these students, 958,830 are
expected to attend schools run by the

/ Board of Education and 6,600 are
expected to attend charter schools, more
than doubling the 2001 charter school
enrollment.

* Total BOE expeuditurex include pensions, debt service and lahar reserve
amounts at^d exclude Intra-City fiends.

1998 1999 2000 2001 s 2002
Fiscal Year

J 1,060

1.040

£ 1,000

980
960

1996 ,1997 1998 ,1999 2000 2001* 2002*
' Fiscal Year

* Includes Charter Schools, Special Ed Pre-K, Universal Pre-K. Supersrart and Supersiart Plus.
Excludes LTA's. I : ' /

12,500

12,000

g 11,500

I 11,000
§ 10,500
■S
£ 10,000

=1 9,500
9,000

8,500

8,000
1996 1997

85,000
1996 1997 1998 1999 2000 2001* 2002*

Fiscal Year
* Projected as ofPYOl Executive Budget

1,140
1,120

Total public school enrollment, -a
including pre-kindergarten and charter | 1.O8O
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300 books, the equivalent of nine books per child. t

J
NYC-WTC_000195734

The 2002 Executive Budget also includes funds for a public-private initiative with the Book Project to create
libraries in each of the 21,000 kindergarten through eighth-grade classrooms. The program is designed to build
upon other literacy efforts^ such as Project Read, by instilling a passion for reading. Teachers will be trained to
customize their libraries to better meet the needs and interests of individual students. Each library will contain

Raising Standards and Ending Social Promotion

Raising standards in the classroom and ending social promotion are agenda items that continue to drive Board
of Education programmatic and fiscal decisions. The 2002 Executive Budget will continue to address the needs
of the system’s diverse studentpopulation, including the 160,000 English Language Learners (ELL), who currently
take part in English as a Second Language (ESL) classes and Bilingual Education programs. A combination of
increasingly divers? demographics, new Regents requirements for ELL students, and the 1998 California
referendum rejecting bilingual education has led the Board to reform its policies. This new approach focuses on
creating instructional practices tailored to the individual needs of students, and on giving parents greater control
over their children’s education. '

In 2002, the fcity will provide additional assistance to bilingual education students who have made little-to-
no progress toward English proficiency during the three-year State mandated transition period. Project English
will provide 20 weeks of individualized Saturday and after-school intensive English preparation for 38,600 students

/ in Grades 2-12. Teachers involved in the program will receive three hours a week of professional development
from ELL specialists.

'' -I
The 2002 budget also provides funding for Project Science, a new program consisting of weekend and after­

school intervention, enrichment and Regents preparation in math and science. For a period of 40 weeks, 45,300
under-performing middle and high school students will take classes conducted in well-equipped sites such as
Science high schools and college campuses. Collaboration with organizations such as the New York Academy
of Sciences will offer teacher preparation and curriculum development.

240 j

This science education initiative will employ three program models. Intensive Intervention is a highly
structured and individualized program for those students in Grades 6-12 who are performing furthest from New
York City standards. Last year less than 50 percent of New York City’s fourth-grade students and less than a
quarter of eighth grade students met the math standards on the State assessments. This program will Increase math
and science proficiency and prepare students for the State Math Assessments and the State Science Assessments
currently being phased in for eighth-grade and high school. Accelerated Enrichment will stimulate interest a^d
involvement in math and science for students in Grades 7-12 who need additional instructional support.
Experimental learning and inquiry-based investigations will develop knowledge and deepen student understanding
of science and math concepts. The third program model, Regents Tutorials, will provide additional help for those
middle and high schools students at risk of/failing the science and math Regents examinations.

I The 2001 summer program focused on ending social promotion by serving the needs of more than 290,000
• mandatory and voluntary student participants in kindergarten through twelfth grade. Of the 60,765 students in

/ Grades 3-8 mandated to attend summer school in 2000, 64 percent were promoted to the next grade. Building
upori this initial success, the 2002 budget includes $23 million to serve 50,000 additional students in Grades 3-
12. These students willreceive intensive literacy and math instruction in classes limited to 15. High school
students who have failed core subjects and/or one or more Regents exams will receive both Regents preparation

/ and subject immersion. In addition, greater attention will be paid to the attendance of the mandatory student
population via outreach services that include telephone calls, home visits and mailings both prior to and during
the summer school session. /
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Making Our Schools Safe, Orderly and Drug-Free

Building a System Based on Accountability, Competition and Choice
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Prompted by a recent law that tightened disciplinary nieasures throughout the state, and increased
mainstreaming of New York City special education students, teachers will now have new recourse with respect
to disruptive student behavior. In 2002, teachers will have the authority to send students exhibiting excessively
disruptive behavior to In-School Suspension Classrooms in elementary, middle, and high schools. City funding
totaling $19 niillion will go toward hiring approximately 500 teachers trained in behavior management to oversee
these classrooms. Each classroom will provide support services for the emotional and character development of
tip to 45,000 students during the school year. In the past, disruptive students retrioved from classrooms received
no instructional of behavioral services. For example, during tlie 1999-2000 school year, suspensions resulted in
1.35 million missed days from school. This new in-school suspension program will keep disruptive students in
school and learning as well as allow regular classrooms to function without interruption.

In 1998, the NYPD assumed responsibility for providing school safety services in order to create a safer
school environment. Statistics speak to the success of this transition: a 17 percent reduction in criminal incidents;
an 11 percent reduction in serious non-crlminal incidents; and a 23 percent reduction in arrests. To build on this
success, the City is providing $10.5 million to allow for the hiring of 800 school safety officers.

If Charter Schools are to succeed they must compete on a level playing field. To help address inadequate
funding for charter facilities, the City has created the Charter School Improvement Fund. This fund assists schools
by providing grants of up to $250,000 for facilities needs, such as the construction and renovation of classrooms,
libraries and computer laboratories, and the purchase of equipment. Ten schools will receive grants of $250,000
early this summer and the City expects to fund additional charter school requests through the fall of 2001. J

The 2002 Executive Budget includes $3.5 million for three additional Second Opportunity Schools in
Manhattan, Brooklyn, and Queens that will continue to build upon the success of those currently opefating in the
Bronx. Second Opportunity Schools (SOS) were created to serve the compulsory education needs of students
suspended from traditional school placements due to their violent or antisocial behavior. In addition to traditional
general and special education classes, these schools offer technical and vocational training, as well as a mandatory
summer program.

Throughout the country, private management has shown excellent results in improving school performance.
The Executive Budget sets aside $80 million for the private management of Schools Under Registration Review.
(SURR). For years, the Board has had over 90 failing schools on the SURR list. Parents and students can no
longer wait fof reform that will offer them the educational opportunities to which they are entitled. Private
management will introduce ideas and strategies that may finally reduce the number of failing schools in the New
York City system.

\

I Recognizing the importance of increased competition, the City continues to support the opening of charter
Schools, which) are free from state and local regulations that stifle innovation. In 2002, two new and ten converted
charter schools are expected to open, bringing the total number in operation to 26. These schools, which are
located in four of the five boroughs, include a technology-focused extended day program, as well as a night school

I for older students ages 17-21 years old.
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Reforming Special Education

ri
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The continuum fosters the philosophy that all students deserve the opportunity to achieve high educational
outcomes. As Such; those students remaining in the full-time special education program will be educated in a

/ general education setting whenever possible. During this school year, more than 5,000 special education students
were taught in integrated classroom settings with their general education peers, an increase of 2,000 students from
the prior school year. i

Capital Review

The City’s Four-Year Plan for 2002-2005 anticipates spending $4.7 billion on school construction projects
and includes three years of the Board of Education’s Five-Year Plan for 2000-2004. The capital program’s primary
objectives are to provide additional capacity and arrest deterioration of the physical plant. The School Construction
Authority (SCA) is responsible for acquiring the new school sites, and for the design and construction of capital
projects that will meet these objectives. Since 1997, the Department of Design and Construction (DDC) has also
participated in the rehabilitation of school buildings. Each year, the Board allocates funding to both SCA and
DDC.

The Board of Education has created a new Continuum of Services for Special Education that will ensure all
students with disabilities access to the general education curriculum and allow districts to individualize instructional
programs. In recognising special education as a service rather than a place, the Board can better serve students
who may require specific special education services but can otherwise do well in general education. This theoretical
shift has already produced tangible results in the form of a declining full-time special education population. From
July 2000 to January 2001, special education referrals have decreased by 1,750, and 489 more students have been
decertified than during the same time period last year. To ensure a smooth transition for these decertified students,
supplemental services, such as Project Read and regularly scheduled meetings with guidance counselors, may
continue Ipr up to one year.

To address the seating shortage, the City’s Four-Year Plan provides $2.2 billion for the construction of new
schools. An additional $650.0 million is allocated for system expansion associated with new leases, building
additions, tifansportables, mod.ular classrooms, athletic fields and playgrounds. The Plan provides $1.3 billion to
rehabilitate, replace and upgrade building components. In order to meet high standards for entire school buildings,
$179.3 million is designated for existing buildings to undergo major modernizations^ Additionally, $83.1 million
funds capital improvements associated with programmatic needs, including computers and science labs. Other

i miscellaneous capital improvements make up the balance of funding. These include emergency projects, research
and development, and prior plan completion costs ($200.5 million); and security systems, emergency lighting

! and code compliance ($124.8 million). ,
i / ' i ; ■
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The table below shows the capital commitments by program area over the 2000-2005 period.

$391,007 $391,007 $758,644 $758,644 $444,630 $444,630 $774,813 $774,813 $430,252 $430,252 $524,371 $524,371

601,471 883,933 905,902 407,462 407,462 146,969 146,969

.$l,023,216'$l,266,366$2,3Sl,278$2,397,456$l,163,542$l,173,542$l,112,660$i:i22,660$l,135,921 $l,145,921$l,271,993 $1,271,993

Table includes all budget lines

• advance $300 million of funding from 2003-2004 into 2001 for capital improvement projects.

initiate the construction of 16 new schools in 2002-2003.

• convert coal-fired burners to gas or electric in the remaining 114 schools by Fall 2001.

: Capital Commitments

construct new schools to relieve overcrowding.
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New Schools .J.......

,i System Expansion
Other ....... . .......... ....

, School Modernizations. /......
, Rehabilitation of School ,
/ Components ......... . .........

Educational Enhancements....
Emergency, Inspection

And Miscellaneous .............
Safety and Security ..,
Total; .............................. !

• add;$60 million of City funds in 2002 - 2004 to the $25 million private sector donation for the Take the
Field public/private initiative to repair 52 ball fields throughout the City,

• allocate 50 percent of the 2002 Board of Education appropriation to new capacity projects.

• accelerate the construction of 12 new school buildings by shifting $359 million of 2002- 2004 funding
into 2001.

The 2002-2005 Plan provides $4.7 billion. The funding level for each type of work is determined by the
Board of Education. The Plan includes the following elements: '

Capital Commitments
($000’s)

■(

/

Capital Highlights
j :
' The Board of Education's 2002-2005 Plan features the following initiatives:

368,465 368,465 379,434 379,434
22,360 22,360 23,853 23,85317,316 95,735 102,735

• create additional instructional space in existing physical plants to meet the needs of present educational
programs, new initiatives and fluctuating enrollments.

I

35,973 35,973 341,017 358,226
25,427, 25,427 32,751 32,751

45,038 55,038 ! 49,551 49,551
33,229 33,229 ! 35,025 35,025

19,691 , 19,691 17,243 47,243

40,906 50,906 35,032 .'45,032
28,914 28,914 27,615 J 27,615

161,568 161,568 236,936 236,936 183,726 183,726 59,780 59,780 192,977 192,977 213,470 213,470
33,604 33,604 2,262 2,262 38,213 <38,213 51,208 51,208 43,600 43,600 46,289 46,289

2000 2001 2002 2003 2004 2005
Actual Plan Plan Plan Plan Plan

Oty 75 All CIQi All "city Ali Oty a5 Qty a5~
Funds Funds Funds Funds Funds hinds Funds Funds Funds Funds Funds Funds

ensure all
tructional
; students
heoretical
on. From /
lave been
1 students,
lors, may

I
243 • {



NYC 9/11 Public Portal Document

• restore the system to a state of good repair and maintain facilities via building upgrades.

• rehabilitate physical education facilities in order to provide access to all students.

• upgrade existing support space to provide more efficient administrative operations for all school districts.

• halt and reverse the deterioration of school buildings by addressing emergency and other miscellaneous
needs. /

• ensure that all buildings meet fire code requirements and comply with Federal, State and local mandates.
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• produce a physically-modernized school system for enhanced student learning.

• provide capital upgrades to support programmatic needs such as science labs, computer centers and
smaller classrooms.

1
/(

I

It


